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MONDAY, AUGUST 12, 1957 


Unitrep States SENATE, 
SUBCOMMITTEE ON AGRICULTURAL RESEARCH 
AND GENERAL LEGISLATION OF THE 
CoMMITTEE ON AGRICULTURE AND Forestry, 
Washington, D.C. 

The subcommittee met, pursuant to call, at 10:15 a. m., in room 324, 
Senate Office Building, Senator Hubert H. Humphrey, presiding. 

Present: Senators Humphrey and Symington. 

Also present: Representative McIntire. 

Senator Humpurey. We will proceed with the hearing this mornmg 
on 8S. 778 and 8. 1514. These bills amend the Commodity Exchange 
Act to prohibit trading in union futures and commodity exchanges. 

S. 778 was introduced by Senators Neuberger and Morse under date 
of January 23, 1957, and S. 1514 was introduced on March 8 by Senator 
Potter. The bills, which are identical, and the Department of Agri- 
culture report on 8S. 778, which is identical to the report on S. 1514, 
will be inserted in the record at this point. 


[S. 778 and S. 1514, 85th Cong., Ist sess.] 


BILLS To amend the Commodity Exchange Ba to prohibit trading in onion futures in commodity ex- 
changes 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That the Commodity Exchange Act is amended 
by inserting after section 4i the following new section: 

“Src. 4j. No contract for the sale of onions for future delivery on or subject 
to the rules of any board of trade in the United States shall be made by or through 
a member of a board of trade which has been designated under section 4 as a 
contract market,”’ 

Sec. 2. This Act shall take effect on the first day of the first month which 
begins more than thirty days after the date of its enactment. 


DEPARTMENT OF AGRICULTURE, 


Washington, D. C., March 13; 1957. 
Hon. ALLEN J. ELLENDER, 


Chairman, Committee on Agriculture and Forestry, 
United States Senate. 

Dear SENATOR ELLENDER: This is with reference to your request for a report 
on 8. 778. 

This bill proposes to amend the Commodity Exchange Act so as to prohibit 
futures trading in onions on commodity exchanges designated as contract mar- 
kets under the Commodity Exchange Act. The act, as amended effective Sep- 
tember 24, 1955, now prohibits onion futures trading except on contract markets. 
If amended as proposed by 8. 778, the statute would carry both prohibitions. 

Effective with onion futures contracts maturing subsequent to March 1956, 
contract market regulations designed to improve storage and delivery practices 
have been adopted. Limits on speculative transactions and commitments in 
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onion futures have been established by the Commodity Exchange Commission 
and have been in effect since September 1, 1956. And the facilities of the onion 
futures market are being used to a limited extent by growers and shippers of 
onions as a means of hedging price risks. By reason of perishability, limited stor- 
ability, and inelastic demand, onions have a record of extreme price variability 
which long antedates the advent of futures trading in onions. The prohibition 
of futures trading in onions could not be expected to eliminate erratic price move- 
ments traditional in the marketing of this commodity. Should S. 778 receive the 
approval of the Congress, however, we are of the opinion that its enactment 
would not significantly affect the marketing-or distribution of onions. 

The Bureau of the Budget advises that it has no objection to the submission of 
this report. 

Sincerely yours, 
E. T. Benson, Secretary. 
Senator Humpurey. The first witness will be Senator Morse, who 


will testify in, behalf of his own bill. 


STATEMENT OF HON. WAYNE MORSE, A UNITED STATES SENATOR 
FROM THE STATE OF OREGON 


Senator Morse. Mr. Chairman, | appreciate this opportunity 
to discuss this bill. 

I appear before you this morning to request favorable consideration 
of S. 778, a bill introduced by my able colleague, Senator Neuberger, 
which I was most pleased to cosponsor. The purpose of the bill, Mr. 
Chairman, is to remove onions from the speculative manipulations 
which many growers feel are the result of their present listing on 
commodity exchanges. 

I note that the Department of Agriculture in its report on the bill is 
of the opinion that its enactment, would not significantly affect either 
the marketing or distribution of onions. On the other hand, Oregon 
growers like Mr. Cliff Bishop, a man engaged in commerc ial onion 
growing for 25 years, shipping during that time between 25 and 30 
carloads a year, feels strongly that for the small grower the cash 
market place would be a better market. With your permission, Mr. 
Chairman, I would appreciate your allowing me to place in the record 
of this hearing the full text of two letters from Mr. Bishop in support 

of the bill, one dated March 6, 1957, and the other April 12, 1957. 
I feel that he documents the case most strongly. 

I would like to have them inserted in the record at this point in my 
statement. 

Senator Humpurey. It will be so ordered. 

(The letters referred to are as follows:) 

Ontario, OreEc., March 6, 1957. 


Hon. WayNE Morse, 
United States Senate, Washington, D. C. 

Str: We wish to put in our protest against the onion futures manipulating on 
the Commodity Exchange at Chicago and New York. 

We have been commercial growers of onions for 25 years; 25 to 30 carloads 
a year. Now the commodity exchange has, and is, making a farce out of our 
business, with the most disastrous results to our marketing and production costs. 
Last year, and again this season, they are beating the market down to the old 
depression prices, with the only reason, to make a profit on their paper on a down 
market with practically very little, if any, actual deliveries of onions made. 

The commodity exchange and the brokers always have such a ridiculous defense 
of their business. They tell us their business is good for us, but so far it has 
never occurred. It only takes common horsesense to realize that the trade in any 
commodity is not going to buy today if they have a bunch of manipulators bearing 
the market down on them tomorrow—or the next hour or so. 





ONION FUTURES .TRADING 3 


The brokers on the exchange have inferred fhat we growers are too dumb to 
know how to operate with our own produce on the exchange. I quite agree with 
them. After watching their gyrations for about 15 years, I am convinced that. 
neither does anyone else know how to operate, It’s the same as sitting in a poker 
game with the house taking a rakeoff. If one stays in long enough, win or lose, 
the house will have all the money. 

The truth is, growers don’t have the money to buck the commodity exchange. 
We want the exchange to get out of our business and let our produce find its own 
price level in the cash market place. We don’t need supports or controls on 
production. We have had to put up with a situation here that is worse than 
overproduction. 

We are requesting that you have your Department use its maximum efforts to 
have this vicious practice eliminated. 

Very truly yours, 
Curr BisHop. 


Ontario, Orea., April 12, 1957. 
Hon. Wayne Morsg, 
United States Senate, Washingion, D. C. 


Sir: I appreciate your acknowledgment of my letter. It is a pleasure to know 
that we growers are at last being heard. I will herewith give you some additional 
information. 

Now these brokers are trying to tell us how we growers can take all the gamble 
out of our marketing by just contracting our produce with the commodity 
exchange. Let’s have a look at the record. I can’t take your time—and space 
here—to show the debacle the commodity exchange has made of our marketing, 
each and every marketing season since they have put onions on the board. 

The brokers have all the characteristics of the old-fashioned pitchmen. To 
enlighten the Agriculture Department and Commodity Exchange Authority, we 
growers are not so gullible as to allow ourselves to be herded in by this bunch of 
brokers or “‘pitchmen”’ any more. They are no good to our industry as growers, 
or the dealers, or trade in general—just no one but themselves. We want the 
commodity exchange out of our production before we have to start screaming for 
support prices on our produce to keep the commodity exchange from busting our 
markets down to below production costs each season when there is no over- 
production. 

We will just cite, as an example, the upset in the cash market through the 
commodity exchange’s manipulation around February 1 of this 1956-57 season. 
During January 1957, the cash market was going along with a healthy feeling 
among all the trade. The futures market was below the cash market—which it 
always is, but following along. The brokers were working along getting the 
customers to buy, until on February 7, there was 2,450 cars traded for March 
delivery that 1 day; with a total of 7,458 cars traded during the 4-day period, 
February 5-7. This represented practically all of the stocks on hand in the 
United States at this date. 

Then they lower the boom, and the few boys sold that paper so fast making their 
money. 

They can make just as much bearing the market down as pushing it up. They 
dropped our market $1 per hundredweight in 3 days, February 5-8, or $300 per 
carload, which is production cost, harvested in the field, not on board the car. 
You can imagine what this would do to growers and the industry in general. 
During this 3 days, about 6,000 carloads were traded at $22 brokerage per car— 
allon paper. Possibly about 10 cars of actual onions were delivered. 

The cash market has been in a demoralizing shape since this date with abso- 
lutely no excuse for it, regardless of what defense the commodity exchange puts 
up for itself. 

To all intents, this amount of stocks must be delivered on the board in Chicago 
in about 20 trading days in March. It doesn’t take any stretch of the imagina- 
tion to realize that someone around Chicago is going to have to eat a lot of onions 
during March. This being impossible, the pile, like any perishable commodity, 
would very soon have an odor and the market at the same time has the odorous 
sembalance of a woods kitten. All the trade backs away from this kind of a deal, 
leaving the growers and shippers with stocks on hand, holding the bag and wonder- 
ing how he got into this mess. 

Further, the last days in March last year, onions were 10 cents per bag on the 
exchange. This is one-half the cost of the empty bag out, here, not delivered 











4 ONION FUTURES TRADING 


Chicago. We have never had such a price, even during the 1930’s, before we had 
the futures to deal with. I have a very vivid recollection of those days. We 
were commercial growers at that time. In those days, we had to put up with a 
depression, now we have the commodity exchange. 

t is impossible for growers to get out from under with cash commodities dur- 
ing these wild fluctuations. The commodity exchange is only in business to col- 
lect $22 per car brokerage, buy or sell, and they love wild markets. 

We growers here in Idaho and Oregon are going into a marketing agreement at 
the present time to market, and put out better grades, etc., and if it comes to it, 
we can dump a percentage of our crop any time. We feel we are fully capable of 


helping ourselves without any of the manipulating of the commodity exchange 
boys doing it for us. 
We are just asking that the Agriculture Department get the commodity ex- 


change and their brokers out from between the growers and shippers and the cash 
market place. 


Very truly yours, 
Curr BisHop. 

Senator Morsz. Mr. Chairman, my case, as far as its initiation 
is concerned, grew out of the complaints which I received from Mr. 
Bishop and others who have protested what they consider to be the 
very unfavorable dealings that they received in the onion market as 
the result of the present practices. 

When I receive correspondence from growers in my own State, 
such as Mr. Bishop of Ontario, Oreg.—one of the large onion-producing 
regions of the State—and from such widely separated geographical 
areas as Wisconsin and Texas, it is indicative to me that the problem 
of speculation in onion futures has more than a local significance. 

As far as my own State is concerned, Mr. Chairman, according to the 
latest available crop figures, I understand Oregon raised 1,732,000 
hundredweight of onions out of a total United States production of 
24 million plus. 

A former student of mine whose husband is a commercial grower, 
Mrs. Evalyn Bergstrand Owens, has written me to say: 

We are growers of onions and it has become increasingly evident these past 
few years that the onion market is not a supply-and-demand market, but a market 
manipulated by the speculators in onion futures trading. 

Mr. John B. Hardwicke, a Texas grower and shipper whose firm 
distrubutes about 500 carloads a year, says: 

After another year’s trial and some new rules, onion futures trading has again 
proved very detrimental to the producers of onions, and we are asking you to 
please support the various bills which have been introduced in the House and 
Senate for the removal of onions from future trading on the mercantile exchange. 

The National Onion Association through its secretary, Mr. J. W. 
Rose, has written to me in the same vein. 

In view of these communications, the full texts of which I ask to be 
inserted in the hearing record at the conclusion of my testimony, 
Mr. Chairman, I feel that the growers who are asking for this action 
ought to be permitted to operate on the cash market without the fear 
that futures trading will prove disruptive to their efforts. 

I want to thank the committee very much for letting me make this 
statement. Iam sure that Senator Neuberger, who is at a very im- 
portant committee hearing this morning, will either want to appear at 
a later hour or will want to file a statement in support of his bill. 

I see Congresswoman Pfost here from Idaho, who likewise is familiar 
with this problem, and I am delighted that she is going to make her 
statement a part of the record of this hearing. 

(The letters referred to above are as follows:) 
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DousMaNn, Wis., February 18, 1957. 
Senator Wayne Morse of Oregon, 


Senate Office Building, Washington, D. C. 


Dear Senator Morse: I have had more than an ordinary interest in your 
career as a Senator since Mrs. Morse was my first clothing instructor at the Uni- 
versity of Minnesota during the school year 1924-25 and you were my speech 
instructor in the summer of 1925. After 20 years as a professional home econ- 
omist I married a University of Wisconsin graduate who is a muck farmer here in 
Wisconsin. 

We are growers of onions and it has become increasingly evident these past few 
years that the onion market is not a supply and demand market but a market 
manipulated by the speculators in onion futures trading. These past 2 weeks, 
even with a short supply of northern onions, the speculators have manipulated the 
market to drop prices disastrously. On a falling market it is almost impossible 
to sell onions at any price. There are at present several bills before Congress 
which would abolish futures trading in onions—three in the House and the 
Senate bill S. 778 introduced by your Richard Neuberger, of Oregon. We ask 
your — of this legislation. A group of onion growers wives would gladly 


come to Washington if we thought our presence would be of value in getting his 
legislation passed. Thank you. 


Very truly yours, 
EvALYN BERGSTRAND OWENS. 
Emery E. Owens. 


Joun B. Harpwicke Co., 


Corpus Christi, Tex., May 1, 1957. 
SENATOR WAYNE Morse, 


Washington, D. C 


Dear Sir: I have been a grower and shipper of Texas onions for over 30 years 
and our firm distributes about 500 cars each year. I appeared before the Grant 
committee last year in May and gave my reasons why I thought onions should be 
removed from futures trading on the mercantile exchanges. It seems the committee 
and the CEA decided it should be tried another year and if it was still detrimental 
to the best interests of the onion producers, it should be eliminated. 

After another year’s trial and some new rules onion future trading has again 
proved very detrimental to the producers of onions, and we are asking you to 
please support the various bills which have been introduced in the House and 
Senate for the removal of onions from futures trading on the mercantile exchanges. 

In spite of light storage supplies of northern onions in January and a light crop 
of March, Texas onions (due to dry weather) when onion futures went as high as 
$2.20 per 50-pound bag delivered Chicago (which is not high) on February 4, 1957, 
heavy short selling developed with 3,279 cars traded in 1 day, February 7, and 
prices declined $1.33 per bag to a low of 87 cents by the latter part of February. 
Onions are not a suitable commodity for futures trading, as a relatively few people 
can break the market with rumors of more storage onions than reported, the big 
early Texas crop, etc., etc. After being forced to sell our early Texas onions 
cheap, it developed there were not enough old onions for requirements and both 
the old and new onions were bringing good prices on April 1 after the March board 
trading had stopped. 

As I told the committee last year, I still state that as long as there is an onion 
futures board and profits can be made by depressing prices, there will be individuals 
and groups that will find ways to do it; mid? see no other way to solve the problem 
except to eliminate onions from futures trading on the mercantile exchanges. 

Sincerely yours, 


Joun B. HaRDWICKE. 


THe NATIONAL ONION ASSOCIATION, 
East Lansing, Mich., April 23, 1957. 
Dear Senator Morse: Onion growers, shippers, and dealers are eager to 
testify at the May 1, 2, and 3 hearings in support of bills now in Congress calling 
for the elimination of onion futures trading. The seven identical bills ! listed 


below have been introduced by congressional Members of both parties from major 
onion-producing areas. 


1S. 778, 1514; H. R. 376, 1933, 1935, 3418, and 5732. 
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The bills call for the elimination of a practice that contributes nothing to the 
onion industry but an opportunity to gamble. The average onion grower is 
unable to finance the sale of his crop on the futures board and further unable to 
afford the risk involved. Hedging sales of onions is limited to the big operator 
with big finances. Hedging purchases of onions are almost nonexistent since few 
onions are used in processing or manufacturing. Onion futures trading is not a 
sound economie tool as is futures trading in many other commodities involving 
greater volume and less perishability. 

The small volume of the crop and its high perishability make futures trading 
in onions impossible to regulate and damaging to the onion industry and the 
growers depending on it for a livelihood. 

The effort to eliminate onions from futures trading originates with growers and 

country shippers in all onion-producing areas. It is overwhelmingly backed by 
the great majority of growers, shippers, and receivers. Their determination 
derives from facts iearned the hard way for many years, facts that have threatened 
their livelihood so seriously that growers and shippers do back up their determina- 
tion with considerable emotion. They have heard about new rules applied, 
they’ve seen closer CEA supervision and still they’ve seen onion prices on the 
mercantile exchange move up to $2.20 as a result of actual supply conditions, only 
to be promptly beat down by paper sales to $0.85. As admitted by mercantile 
exe amy members, this erratic action completely disrupted all cash markets. 

The National Onion Association, consisting of growers and shipper members in 
every onion producing State and supported by the majority of onion growers in 
the United States seeks no radical proposals but merely the opportunity for the 
onion industry to return to markets truly determined by supply and demand 
factors. The onion industry will appreciate your support of the onion legislation. 
If you represent an onion-producing area, we hope you can attend the hearings. 

Sincerely, 
J. W. Ross, Secretary. 

Senator HumpHrReEY. Senator Morse, Senator Neuberger will be 
present this afternoon. We are going to have to extend these hearings 
into this afternoon, and he can make his statement at that time. 

I have no particular questions to ask. I should note for the record 
that I believe it was a couple of years ago that we changed the law to 
include onions under future trading operations, and that apparently 
has not proved as effective as some people had expected, as you have 
indicated, or as your correspondence has indicated. 

And now this request for this legislation is before us. I have, and 
I shall enter it later into the record, a very heavy volume of corre- 
spondence relating to this particular subject matter. I never knew 
that onions were quite so controversial a question. I knew they had 
their strong points, but I have received more letters on this than almost 
anything we have done for some time. 

I would also like at this time to include in the record a number of 
statements which I have received. 

First of all, a statement by Senator Charles E. Potter to the sub- 
committee urging favorable action on the pending bill. 

Also, a statement from the American Farm Bureau Federation; this 
is in support of the legislation that is before the subcommittee on which 
you have testified. 

Also, a letter from Mr. Cliff Bishop, the gentleman that you referred 
to in your testimony, Senator Morse, from Ontario, Oreg. 

That letter just came to me on the 10th of August, and I shall have 
it made a part of the record. However, I will need to have it returned, 
so I can answer Mr. Bishop. 

I also have a number of telegrams and communications for the bill: 
the Genesee-Orleans Vegetable Growers, of Elba, N. Y.; a statement 
by Mr. Griffin; and a letter received from a Mr. E. A. Bay, which will 
be made part of the record. 
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I also have some statements against the bill. 1 have one here from 
the New York Mercantile Exchange, dated August 9, addressed to 
the Senate Committee on Agriculture and Forestry, signed by Mr. 
Joseph Mersil, president; a statement by Mr. Robert C Liebenow, 
president of the board of trade of the city of Chicago in opposition to 
the pending legislation; and a statement by Mr. Malcom J. Rogers, 
president of the New York Cotton Exchange. 

Those will all be made a part of this testimony. 

(The documents referred to are as follows:) 


STATEMENT FILED By Hon. CHarues E. Porrer; a Unitep Sratres SENATOR 
FROM THE STATE OF MICHIGAN 


Mr. Chairman, and members of the subcommittee, I wish to express my sincere 
thanks for being permitted to present a statement urging favorable action on the 
pending legislation designed to prohibit futures trading in onions. 

Your subcommittee is. to be commended for studying this device which has, had 
such adverse effects on onion growers throughout the Nation. 1 was impressed 
with the report. submitted by the House Subcommittee on Futures Trading in 
Perishable Comunaattion on its study made about a year ago. The committee 
was firm in its belief that the physical production and distribution of onions— 
not the trading in futures contracts for this commodity—is the basic economic 
activity. It was averred that, unless futures trading can be carried on without 
injury to this basic activity, it should be eliminated. 

A year has passed and there is no question but that experience in the onion 
industry during this period shows conclusively that futures trading has continued 
to be grossly injurious to the basic economic activity—the physical production 
and distribution of onions. The onion growers throughout the country are 
unanimous in their indictment of futures trading in their product. They took 
this position a year ago and the situation has not ameliorated. . A recent. state- 
ment by Mr. J. W. Rose, secretary of the National Onion Association, is most 
cogent: ‘‘Wild speculation and fluctuations in onion-futures trading have plagued 
the onion industry since shortly after the beginning of trading in onion futures on 
mercantile exchanges 15 years ago. The perishable nature of the crop and the 
small volume involved have made an entirely unsuitable commodity for such 
trading. In no way can they be compared with grains, cotton, eggs, and other 
commodities of much longer storage life and tremendously. greater volume.”’ 

Onion growers all over the country are in great distress because of futures 
trading in their product. I think it is well to note that our onion growers are 
not asking for preferential treatment when they petition for legislation to pro- 
hibit futures trading. They have never asked for special treatment and are not 
doing so now. They have never asked for subsidies, price supports, marketing 
agreements, or other such devices. The onion industry has never cost the Govern- 
ment a cent in the way of price supports or subsidies. Their only desire is to be 
rid of speculators and manipulators who through the device of futures trading bring 
chaos to the onion industry. All our onion. growers want is an opportunity to 
grow and sell their onions in an orderly market, unsullied by manipulation and 
speculation, natural results of futures trading. 

If futures trading were beneficial to consumers and to onion growers I would 
naturally be in favor of it. This is not the case, however. Futures trading in 
onions is of no benefit whatsoever to consumers and grossly detrimental to the 
growers. The device is of benefit only to manipulators and speculators who are 
able to reap huge profits for themselves at the expense of the growers. This 
unfair and ludicrous situation needs to be changed. Our onion growers, like all 
our farmers, are entitled to a fair and equitable return for their risks, their labor, 
and their knowledge. Because the onion industry is a comparatively small 
industry is no reason to deny it the protection it requires and deserves. 

I am sure that none of us wish to see the onion industry deteriorate to such 
an extent that it must come to Congress and ask for legislation in the nature of 
controls, price supports, and so forth. Prompt enactment of legislation to pro- 
hibit futures trading in onions will obviate the necessity for more complicated 
and stringent action, which must surely be taken if we fail to act promptly now. 

Again |] want to thank the committee for its kindness in receiving my view on 
this important subject. It is my earnest hope the Committee will report favor- 
ably on the pending legislation to prohibit futures trading in onions. 
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SrareMent Fivep sy Joan C. Dart, Asststant Lecisuative Director, AMERICAN 
Farm Bureau FEDERATION 


We appreciate the opportunity to present the views of the American Farm 
Bureau Federation to this subcommittee with regard to futures trading in onions. 
‘The matter of futures trading in perishable agricultural commodities, particu- 
larly onions and potatoes, has been of interest to the Farm Bureau for some 
time. Our interest in this matter stems from our desire to facilitate the orderly 
ne of all agricultural commodities to get the maximum net income to 
armers. 

In May 1956 the American Farm Bureau presented a statement to the Special 
Subcommittee on Futures Trading in Perishable Agricultural Commodities of 
the House Committee on Agriculture. At that time we recommended the elimi- 
nation of onion and potato futures trading from the various commodity exchanges 
for the following reasons: 

1. Onions and potatoes by their very nature are perishable commodities. They 
cannot be stored for an unlimited length of time and only limited processing is 
involved. This situation is quite different from wheat, corn, and other storable 
commodities where the futures market performs a valuable role since hedging 
provides price risk insurance. Futures trading in these storable commodities 
serves an important function because of the considerable amount of processing 
that occurs in marketing. This is quite different from onions and potatoes 
which, having only limited processing, move from producer to consumer in 
virtually the same form. Because of their perishability and lack of processing, 
—— not believe that onions and potatoes lend themselves to sound futures 
= in 

he volume of either onions or potatoes that is involved in futures trading 
is eeleiweay small, thus providing the opportunity for sharp price fluctuation 
and the facilitating of price manipulations. 

We read with a great deal of interest the report issued by this special subcom- 
mittee and have watched closely the operations in both onions and potato futures 
trading since that time. 

In March of this year the AFBF Fruit and Vegetable Advisory Committee, 
made up of vegetable, onion, potato, and fruit growers from all parts of the 
United States, again considered this matter. The following recommendation was 
made by this advisory committee and approved by the AF BF board of directors. 

“We strongly favor the elimination of futures trading in potatoes and onions 
on the various commodity exchanges and that the AFBF actively support legisla- 
tion to eliminate onion and potato futures trading.”’ 

We appreciate that this subcommittee is concerned only with proposed legis- 
lation to prohibit onion futures trading and shall confine our remaining comments 
to that problem. We do, however, wish to indicate our interest in both onion 
and potato futures trading. 

As was stated previously, we have been following the operations of onion futures 
trading in recent months. Basically, as we view futures trading from the pro- 
ducer’s standpoint, its prime purpose is to serve as a means of hedging or, in 
effect, it is a means of obtaining price risk insurance. 

In this connection, the comments made in the recent Commodity Exchange 
Authority report, Speculation in Onion Futures—January—March 1957, is very 
interesting. The summary in the CEA report states: “It does not appear that 
the hedging use of the futures market has been of such character as to be of 
importance in the marketing of onions.’’ In the main part of the report CEA 
comments that “the number hedging was small through the season and limited 
to a relatively few growers, shippers, and receivers.”” The report further states 
that “there is no indication of any systematic use of hedging in onion futures by 
the rank and file in the onion industry, such as would contribute stability to a 
futures market.” 

We cite these comments because the question of the function of an onion futures 
market from the onion producer’s standpoint is very important. If in onion 
futures trading hedging has not been important and there is no indication of any 
systematic use of hedging to contribute stability, what value has or is futures 
trading to onion growers? 

In the case of the storable commodities such as wheat, cotton and corn, hedging 
lays an important role as far as producers and marketing agencies are concerned. 
here is considerable processing involved in these commodities, and thus the 

hedging by processors and other manufacturers against price changes serves an 
important economic function. This is not true in onions as only limited process- 
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ing is done. As a result, there is only limited hedging involved, and onion futures 
trading appears to be largely speculative in character. 

Since hedging has not been important in the marketing of onions, we seriously 
question the value of futures trading from the standpoint of onion producers. 

As there appears to be little value in onion futures because of the lack of hedging, 
let us examine what other value or harm there may be in such futures trading as 
far as onion producers are concerned. 


In analyzing this question, there are several other comments in the recent CEA 
report that are significant. 

In discussing the futures price movements that took place in the early, Febru- 
ary 1957 period, the CEA report includes this statement: ‘‘At that time, informed 
trade opinion was expressed that this interruption in the orderly process of market- 
ing onions would result in a delay in disposing of the old onion crop, with resultant 
shrinkage and deterioration which might be expected to have disastrous effect 
upon the market.” 

The CEA report also includes the following statement in discussing the Febru- 
ary and March future price fluctuations: ‘‘Price movements such as this cannot 
be justified by supply and demand factors and must be attributed either to 
manipulative activity or, as appears to be the case in this instance, to a wave of 
excessive speculation.” 

If it is true, as the CEA report states, that futures price movements cannot be 
justified by supply and demand factors and must be attributed either to manipu- 
lative activity or speculation, it raises a serious question as to their.effect on 
orderly marketing of onions. 

As the CEA report indicates, during these periods of rather sharp future price 
movements the orderly marketing of onions is interrupted, which may result in 
shrinkage, deterioration, and force the marketing of larger quantities of onions 
than normal during the marketing season. 

Certainly the wider future price movements do not tend to stabilize the cash 
market for onions and in fact are very detrimental to the orderly movement of 
onions to market. During these periods of fluctuating future prices, there cer- 
tainly is a tendency to delay cash purchases by the onion trade and, in general, 
a period of cash market instability. The effect of this may be to force the disposal 
of a larger quantity of onions at a later time. From the onion producers’ view- 
point it appears very doubtful that onion futures trading makes any real contri- 
bution to the orderly marketing of onions. 

For these reasons we do not believe that trading in onion futures serves as a 
useful function to onion producers in the production and marketing of their crop. 
We therefore support the proposed legislation to prohibit onion futures trading 
and recommend its passage at an early date. 

The opportunity of expressing these views to the committee is appreciated. 


OnrTarIo, OrnEG., August 7, 1957. 
Hon. Husert H. Humpurey, 


Chairman, Senate Agriculture Subcommittee, 
United States Senate, Washington, D. C. 


My Dear Senator Humpnrey: | wish to thank you for your letter of August 2, 
After talking with some of the onion growers and shippers here, we are of the 
opinion that the Commodity Exchange boys have prevailed on someone there 
to have another hearing now. As they know, we are pretty busy now harvesting 
spuds and farming in general, and it would be somewhat difficult for any of us to 
attend, thereby letting them have the floor to themselves. They are a diehard, 
poor-losing outfit. 

owever, we are sending Mr. Warren Farmer there to represent the growers 
and shippers from this Oregon-Idaho district. The growers and shippers all over 
the country would be terribly disappointed to see this legislation eliminating 
onion futures trading on the Mercantile Exchange die on the vine. We have 
been trying for years to get rid of this monstrosity between us and the cash market 
place. As far as onions are concerned, it is a small perishable crop and there is 
no way to stop manipulation. Two or three boys, through the Commodity Ex- 
change, can manipulate that market to a fair-you-well. It is preposterous for the 
exchange boys to blandly try to kid the Agriculture Committees into believing 
there is no manipulation. The day of gullible, clod-hoppin’ farmers behind a 
team of mules has gone by. In fact, I sold my mules 40 years ago. Now for the 
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Commodity Exchange boys to try and tell us when to hedge or whatever is good 
for us—that’s all out. : 
Thanking you again for your efforts and your letter, I am 
Very truly yours, 
Curr BrisHop. 


Epa, N . Y., August 12, 1957. 
SENATE AGRICULTURAL COMMITTEE, 
Senate Office Building, Washington, D. C.: 

Vigorously, respectfully urge, ask, beg, pray you do all in your power to abolish 
futures trading in onions 95 to 97 percent. All onion growers all States against 
futures. Three percent growers, speculators, gamblers, brokers all for futures. 
Onion growers are out of money. They do need your cooperation. These are 
facts. We are anxious, willing to have an investigator come into all onion sections, 
this or any other State, and you will find the truth. In our opinion the Becks, 
the Hoffas, and the unions and the rackets a tame game, and not half as serious as 
this futures trading in onions. We cannot begin to tell you the evils. In three 
meetings with subcommittee of Congress they have all the facts; they know this 
trading is worse than a cancer. Without action on your part growers will be forced 
to ask for Government-support prices. Growers will be forced to march into 
Washington in a body asking your help. You do not want this, neither do we 
growers, thanks. 

GENESSEE ORLEANS VEGETABLE GROWERs, 
Epw. Baupwin, President. 





STATEMENT Fitep By IKE GRIFFIN, UNITED FRESH FRUIT AND VEGETABLE 
AssocrtaTION, Rocky Forp, Co uo. 


My name is Ike Griffin. I live on R. F. D. No. 1, Rocky Ford, Colo., part of 
the year, and at 509 Tucker Street, McKinney, Tex., part of the year. I do busi- 
ness in Colorado, Kansas, and Idaho under my own name. My sons-in-law are 
associated with me in my business. We handle from 800 to 1,000 cars of onions 
each fall and winter from those sections of the country. We are growers and ship- 
pers, and handle onions for other growers. 

I also am a partner in the firm of Griffin & Brand in Texas, with offices at Laredo, 
Princeton, and Hereford, Tex. We grow (and finance the growing with many 
other growers) and market onions from literally thousands of acres in all onion- 
growing sections of Texas. During the year 1956 we handled 3,500 cars, and in 
1957 we expect to ship close to 4,500 cars of onions from Texas. These onions are 
sold in all parts of the United States; Canada, and the West Indies. I have been 
in the onion business for better than 25 years. 

I am presenting this statement as an individual, and for the United Fresh Fruit 
& Vegetable Association, with offices at 777 14th Street NW., Washington, D. C. 
This association, with nearly 3,000 members from every State in the Union, and 
from every line of business connected with fresh fruits and vegetables, is the larg- 
est in the industry. It represents all factors in the growing, packing, shipping, 
and wholesaling of these perishable commodities. At its annual convention in 
Philadelphia on January 31, 1957, the association for the second straight year 
adopted: the resolution: ‘‘We favor legislation to secure permanent removal of 
perishable fruits and vegetables from futures trading on any commodity exchange.”’ 


(1) IT IS BASICALLY WRONG FOR ONIONS TO BE TRADED ON BOARDS OF EXCHANGE 


Onions are a perishable product, subject to many hazards during the growing, 
harvest,.and storage seasons. Their small volume in comparison with other 
commodities listed on boards of exchange makes them unsuitable for trading. 
Rumors, usually unfounded, cause wild market fluctuations. There is no doubt 
in my mind that the exchanges have caused many a good man to gamble who 
would not think of doing so otherwise. It has made gamblers and speculators 
of the onion growers themselves. I know of one onion grower who has lost 
thousands of dollars, not in hedging but in gambling and speculating. He was 
so,advised by the trader with whom he was doing business. 

The mercantile exchange contends that during the 1956-57 season the onion 
market was a stable affair, and that any price changes were in no way connected 
with any abuses of the futures market. Gentlemen, we contend that as long as 
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there is a futures market in onions, there will always be wild fluctuations and 
speculations. This condition is manmade and designed to encourage gambling 
instincts. 

The onion growers resent having their product, the net results of a year of 
labor, tossed around like a football by professional traders. Did you ever see 
a producer of any product, especially a perishable product such as onions, who 
wanted to see a cheap price? As long as we have a board of exchange, half of 
the traders involved want to see onions get cheaper in order to make money. 
Actually periods of high prices on onions, or any other perishable commodity, 
are based on the failure of some producing area to harvest a crop. We see the 
disaster of one section as benefiting the sections that are able to produce. 

My associates and I grow thousands of acres of onions each year, and we 
have never wanted to see a cheap price, or to sell onions at a cheap price. We 
are always interested in prices that assure at least a reasonable return for our 
investment and labor. 

Gentlemen, I feel this onion futures exchange is the greatest evil ever to affect 
our industry. We have our industry problems, and feel that we can work them 
out, but this futures business is too big an evil. The onion industry did not ask 
for the exchanges. The exchanges attached themselves to our business. The 
history of the futures market has been one scandal after another. Each year we 
see glaring examples of wrongdoing. Just as long as you have a futures market, 
there are professional traders, experts in their business, who will see to it that 
these wild fluctuations occur. History will confirm the fact that trading in 
futures is not a stabilizer of the onion market. 

Of course the exchanges are interested in keeping onions on the board, and 
will tell you that it would be a mistake to abolish onions as an item of trade. 
We insist that the mistake is to allow this perishable product to continue in 
trade. It is basically wrong. Every Congressman and every Senator will 
shortly be called upon to vote on this question. The onion growers and shippers 
are going to demand of their Representatives in Congress that they support 
legislation to eliminate this evil. If we are not successful in this Congress, we 
will continue our efforts until we do get results. In our country, justice and 
right will sooner or later prevail. 


(I) UPSETS ORDINARY PROCESS OF MARKETING 


The exchange operators do not propose ever to put onions in the channels of 
trade. When delivering onions to fulfill contracts, history will confirm that 
excessive supplies are concentrated in a terminal market. This concentration 
of excessive supplies never puts the market price up. Instead it has always had 
a depressing effect, and usually to the advantage of the speculator and to the 
detriment of the producer. 

Wild fluctuations in the futures prices are not justified by actual conditions in 
the industry. They often cause growers to panic. These periods of wild flue- 
tuation often cause many growers and holders of onions to lose all sense of judg- 
ment. Many silly and unbusinesslike experiences have resulted, that even a 
child would have avoided after sober thought. 

The exchanges contend that they offer the producer an opportunity to hedge 
his operations. We contend that the average onion grower cannot afford to 
hedge, as the money involved in the hedging operation is greater than producing 
the crop. I have known of instances where over $1,200 per car cash was put up 
in margin money to protect a certain contract. Actual hedging plays a very 
small part in futures trading. The speculative action is caused by the speculators. 

The exchanges contend that the receiver or processor of onions can hedge 
against his anticipated requirements by buying futures. -We maintain that this 
cannot be done successfully, since the buyer has a monthly contract. For example: 
A produce house buys 15 cars of onions for January requirements. The buyer 
can get all of these on the Ist day of January or during the last 5 days, at the option 
of someone other than himself. 

The mercantile exchange contends that it has in mind changing the rules from 
time to time, in order that the onion industry can “‘live with the exchanges.” 
We contend that the exchanges cannot, and will not, change the rules to such an 
extent. In order for the exchanges to make money, there must be radical up and 
down periods to cause excitement. This condition is a detriment to the onion 
industry. 

Big business is not in the habit of ‘‘killing the goose that lavs the golden egg.”’ 
The exchanges do not perform any service in the distribution, marketing, and pro- 
moting of onion sales through retail channels. They are only interested in the 
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number of brokerages they can make. The exchanges would have you believe 
the onion shippers and dealers are the main source of trouble with price fluctua- 
tions. To the contrary, the shippers are very busy preparing for shipment and 
selling these onions into the channels of commerce that distribute to the con- 
sumer. Many times we have been confronted with a situation involving wild 
fluetuations, during which the movement came to an absolute stop due to the 
influence of the ‘‘chalk marks.” It is true the shippers are interested in making a 
profit, but we are being paid for services rendered. If we fail to serve justly and 
fairly, those we serve will eliminate us. 


(3) ENCOURAGES OVERPRODUCTION 


The rules of trading creates a fictitious market in the November contract, even 
before planting time in late onion districts. The artificial November price, which 
has been historically high, encourages excessive plantings. (Many exchange 
operators finance growing and hedging operations with no real market other than 
the ‘‘paper market’’ offered on the exchanges.) High board prices for forward 
months usually encourage heavy plantings in south Texas if the weather permits. 
Growers see these prices for February and March, and thinking there must bea 
shortage of March onions set about to take advantage of the situation by planting 
a heavy acreage. 


(4) CONCLUSIONS 


The onion industry is asking this committee to report favorably these bills, 
or a bill of its own making, and to present them to the Senate for speedy action. 
We feel that inasmuch as the onion industry, including growers, shippers, brokers, 
and handlers, is almost unanimous in favor of this legislation, we would be remiss 
in our duty if we failed to urge you in the strongest manner possible to report 
favorably on this legislation. 

Help give us a chance, gentlemen, to get rid of this terrible parasite that besets 
our industry. We desire to emphasize the fact that onions have no place on an 
exchange because it is a perishable product, and because so many hazards arise 
during the growing, harvesting, and storage periods. It is a small crop in com- 
parison with other commodities traded on exchanges, and is therefore subject to 
the influence of a small group of speculators and rumors that arise from time to 
time. The evidence of undesirable market activities and speculation that occur 
each year even in the face of new rules and regulations makes it impossible for 
the onion industry to live with the exchanges. 





OuatHE, Couno., April 24, 1957. 
Hon. Gorpon ALLOoTT, 


United States Senator, 
Washington, D. C. 


My Dear Senator: I understand that hearings on H. R. 376, a bill to prohibit 
trading in onion futures begin May 1 and I suppose if it gets out of committee 
and by the House the Senate will get it in due course. I want to urge your support 
for this measure. You will recall, perhaps, that similar legislation died in com- 
mittee last year after the Commodity Exchange Administration asked for more 
time to build a history on such trading. 

Trading has been going on for some 14 years but it only came under CEA 
regulation in 1955 and so far they have not regulated that we can determine. 
They did limit the number any one trader could buy or sell in 1 day and his total 
open holdings last year. This is more or less ineffective because there is no way 
to prevent a group of 10 or 20 men acting as individuals in their trades but acting 
in unison from running the market up or down as they see fit due principally to 
the fact that onions are a small perishable crop and lend themselves to 
manipulation. 

What growers and trade complained of last year took place again this year. 
The Department of Agriculture onion holding report for January 1, 1957, was 
somewhat bullish and this was followed by a National Onion Association February 
1 report of holdings that confirmed the previous Government report. A little 
cold weather in Texas indicated some 2 weeks’ delay in the spring onion crop. 
Prices advanced with the release of the Department of Agriculture report and 
continued to advance when the Onion Association report reached the trade. 
About February 4 they reached a high of $2.29 per 50-pound bag delivered 
Chicago. A group of professional traders I am told were caught short and started 
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hammering prices on the board in an effort to get out without loss. They traded 
in over 9,000 cars in a week’s time, over twice the actual holdings of onions at 
shipping point and in cold storage. When the smoke cleared away, they had 
famnnired prices down to 89 cents per bag delivered Chicago. 

When the fireworks started we were paying growers $2.75 per hundredweight 
for the bare onions on medium yellows and $3:75 on jumbos. When it wound 
up growers were receiving $1.10 per hundredweight on mediums and $1.25 per 
hundredweight on jumbos. 

Future trading winds up with the March option. When this was closed out, 
prices began to advance and today Chicago cash prices freed from the effect of 
this unwanted and unneeded gambling have advanced to the highest prices of 
the year. Texas is benefiting but our northern growers have been out of onions 
for a month in this area so did not benefit from the reaction. The action of the 
market when it was freed from the influence of the future trading bore out both 
the Department of Agriculture and National Onion Association report of short 
holdings. We understand Secretary Benson is neutral on this bill. How he can 
be I can’t understand. Doesn’t his agricultural vision extend beyond the sugar 
beet and milk cow? 

In northern Colorado, the Arkansas Valley and here in western Colorado we 
are all for the man who milks a cow or raises sugar beets but on most of these 
farms a part of that fertility is turned into onions most years and it has been a 
long time since the onion grower shouldered the Old Man of the Sea in the form 


of future trading in onions. We hope the entire Colorado delegation will help 
us get rid of this incubus. 


Yours very truly, 
E. A. Bay. 


STaTEMENT Fitep By JOsEPH MERSEL, PRESIDENT, NEw YorK MERCANTILE 
EXCHANGE 


The New York Mercantile Exchange wishes to express its firm conviction that 
futures trading in agricultural commodities is a valuable shield for farmers against 
price decline. It is a traditional and time-honored part of the American way of 
handling agricultural problems. Futures trading is a pure expression of free 
enterprise. The futures exchanges of this Nation truly register the pressure of 
demand against supply. When the free play of supply and demand is thwarted, 
we all know too well what results. One of the great things about this Nation is 
that through free enterprise, through supply and demand, we arrive at the true 
value of commodities. The futures exchanges of the Nation register these values 
for all to see. The New York Mercantile Exchange has every faith that nothing 
will be done to stifle our hard-won right to free enterprise, to the great freedom of 
supply and demand which is characteristic of the American way of doing things. 

The commodity under discussion here is onions. Our New York Mercantile 
Exchange offers a futures trading contract in onions. We very much feel that 
futures trading in onions, under proper futures trading rules, is of enormous 
advantage to farmers, handlers, and consumers. To jump to the center of the 
problem, our study of onion prices over the years shows that there has been no 
significant change in price fluctuations before or after the inauguration of futures 
trading. Onions have always been a highly sensitive product, subject to quick 
and wide price swings. The elimination of futures trading would definitely not 
prevent fluctuations. What it would eliminate is the farmer’s one chance to 
insure himself against price changes. It would take away the farmer’s chance 
to hedge his crop and insure his investment in his crop. he farmer, especially 
the small farmer, is the one who gains the most through proper use of futures 
trading in onions. 

We believe there exists a deplorable amount of misunderstanding of the pur- 
pose and value of futures trading among many onion farmers. We are making 
every effort to overcome this lack of understanding, as are the other exchanges 
The education of the grower about the enormous opportunity presented for his 
protection by futures trading, by hedging, is our prime public relations effort. 

We believe that onion futures, under a proper contract, are as advantageous 
and important as the other agricultural products traded on exchanges in the 
United States: wheat, corn, oats, rye, soybeans, grain sorghums, cotton, cotton- 
seed oil, soybean oil, lard, soybean meal, bran, shorts, middling, barley, flaxseed 


butter, eggs, wool, wool tops, potatoes, tallow, cottonseed meal, cocoa, sugar, 
coffee, hides, rubber, burlap, and silk. 


96223—57——-2 
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STATEMENT FILED BY Rospert C, LizrBENOW, PRESIDENT, BoaRD oF TRADE OF 
THE City oF CHICAGO 


My name is Robert C. Liebenow and I am president of the Board of Trade of 
the City of Chicago. I reside at 700 Laurel Avenue, Wilmette, Ill., and my busi- 
ness address is room 568, 141 West Jackson Boulevard, Chicago, IIl. 

The Board of Trade of the City of Chicago is composed of 1,422 members 
located in 37 States and 12 foreign countries. It is a commodity exchange provid- 
ing a market place where farmers and their representatives and consumers and 
their representatives meet to buy and sell agricultural commodities. The ex- 
change itself does no buying or selling. 

The chief function of the exchange as well as the chief function of any com- 
modity exchange is the dissemination of a continuous flow of market prices estab- 
lished by the buying and selling of futures contracts. These prices, which are 
quoted daily by press and radio, are used by farmers, merchants, processors, dis- 
tributors, Commodity Credit Corporation and many others as a basis for buying 
and selling cash commodities as well as for pricing products and byproducts. 

This exchange has futures contracts for wheat, corn, oats, cotton, soybeans, 
soybean oil, soybean meal, rye, lard, cottonseed oil, and grain sorghums. In 
addition a substantial quantity of cash corn, oats, soybeans, rye, and barley are 
bought and sold on the floor of the exchange. 

Although this exchange has neither futures trading facilities nor cash trading 
facilities for onions, it is concerned by an amendment to the Commodity Exchange 
Act which would abolish futures trading in this commodity and it is with respect 
to this amendment that this statement is presented. 

Futures markets for grain and cotton date from the early 1860’s and 1870's. 
To be more specific, the Board of Trade of the City of Chicago was formed in 
1848, chartered by the State of Illinois in 1857, and adopted rules to recognize 
futures trading in 1865. Futures trading in cotton was commenced at the New 
York Cotton Exchange in and around 1870 and the dissemination of continuous 
grain and cotton price information through futures trading is considered by many 
to have contributed greatly to the broadening and expansion of these markets. 

I must be frank and admit, however, that with the advantages to agricultural 
marketing through futures trading there also came some disadvantages brought 
about by sudden and unreasonable price fluctuations caused by attempted price 
manipulation and corners which in my opinion were fostered by the lack of com- 
munications for disseminating price information, crop conditions, weather reports, 
and so forth. 

Farmer and congressional protests directed to these conditions coupled with 
falling prices in 1907 brought increasing demand for legislative action to such an 
extent that some 25 bills were introduced to the 60th Congress and some 40 bills 
were introduced to the 62d Congress. Most of these bills were designed to seri- 
ously restrict and prohibit futures trading instead of attempting to regulate it. 

World War I interrupted the demand for regulation of grain exchanges but the 
economic setback of 1920-22 fanned a new flame for legislation and the Grain 
Futures Act of 1922 came into existence. 

Although some thought the regulatory powers granted by the Grain Futures 
Act were too limited, such was definitely not the case for since 1922 futures 
markets have been required to be licensed by the Secretary of Agriculture and 
to meet certain standards and exchange, members have been required to keep 
records and make reports. In addition, the law also contained general prohibitive 
measures against price manipulation, attempted corners, and other abuses. 

The 1933 price collapse, together with the other economic ills of the early 
thirties, helped the Grain Futures Administration bring forth new amendments 
by which the name of the law was changed to the Commodity Exchange Act, 
regulatory powers were greatly extended, and other commodities were placed 
under its jurisdiction. Most important for this discussion, however, was that 
part of the amendment which authorized the fixing of limits for speculative trading 
by any person and the provision that violations of the act for price manipulation 
and market corners could be dealt with as criminal offenses. 

A former Administrator of the Commodity Exchange Agency is of the opinion 
that speculative limits in addition to the required daily reports from large traders 
have proven effective regulatory measures in limiting the accumulation of the 
large positions which are absolutely necessary for manipulative operations. 

The 1936 amendment also extended regulations to deal with improper brokerage 
practices and abuses and brought about the registration of all persons engaged in 
the solicitation of regulated commodity futures as well as brokers.’ It also set 
up the periodic audit and segregation work of the CEA. 
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Records indicate that penalties provided by the act have been imposed on 
brokers, traders, and brokerage houses for improper practices. Furthermore, 
there is presently pending a hearing to revoke the license of the Board of Trade 
of Kansas City for failing to comply with the act. 

I hope this brief résumé and history of the Commodity Exchange Act will con- 
vince you gentlemen as it has convineed me that the authority contained in the 
act enables the Administrator to cope with any situation, problem, condition, or 
emergency that can arise. 

More important than the regulatory effect of the Commodity Exchange Act 
has been the great change in public thinking about futures trading and how it 
fits into orderly marketing. Farmers, processors, brokers, and other business 
people as well as farmer marketing cooperatives utilize the services of exchanges 
on a daily basis. Symposiums are held to acquaint college professors with the 
mechanics of futures trading and textbooks describing in great detail the functions 
of commodity exchanges are available to students who have previously only been 
told of market abuses. 

Futures trading is a distinctive part of the American free enterprise system. 

To abolish futures trading in onions would leave only the unregulated cash 
market for this commodity. Even more serious is the fact that such an amend- 
ment would disregard the appreciation for futures trading that has taken place in 
the last two decades to say nothing of representing a type of thinking or philosophy 
that existed around 1910. 

Thank you. 





STATEMENT FILED py Matcoum J. Rogers, Presip—ent, New York Cotton 
EXCHANGE 


We, as members of the New York Cotton Exchange, oppose the destruction of 
any established commodity futures market, as we firmly believe that the basic 
concept of a futures contract has proven its value to the many trades covered by 
such contracts. 

The onion futures contract has been under fire from various factions, both politi- 
cal and from the onion trade, on the claim that it has had disastrous effects on 
onion prices. These claims, in our opinion, are unfounded. 

Trading in onion futures did not reach important volume until the 1948-49 
season. During the season 1954-55, the trading reached a record total of 172,556 
sarlots. This is considerably more than the total size of the crop, but in the 
USDA publication, Futures Trading in Onions, dated December 1956, the state- 
ment is made that “It is normal for the volume of futures trading to exceed the 
production of a commodity, and the figures for onions indicate that futures trading 
has become a factor of major importance in the marketing and pricing of cash 
onions.”’ 

As is usual with futures contracts, settlement of contracts by delivery is a very 
small percentage of the number of contracts traded. Deliveries in onions are 
not out of line with those of other futures contracts. 

The Agricultural Marketing Service found in a recent study that prior to World 
War IT, appreximately 92 percent of the year-to-year price variations for late 
onions was explained by production phenomena. We quote again from Futures 
Trading in Onions, as indicated above, page 11, paragraph 3, as follows: 

“During the period in which there was no, futurés trading in onions, the average 
percentage change from year to year in onion prices at the farm amounted to 
41 percent. This is a larger fluctuation than in the case of any other commodity 
except potatoes and cabbage. Beginning with 1948-49, the first year of large- 
scale futures trading in onions, and continuing through 1955-56, the average 
percentage change in onion farm prices was 46.2 percent. While this is a sub- 
stantially greater price variability than for any of the 11 other commodities, the 
year-to-year fluctuations in cash onion prices were not much larger, on the average, 
during the years of futures trading than prior thereto.” 

While it has been possible from time to time for futures contracts markets to 
become subject to abuse and they have needed revisions, we believe that inasmuch 
as the Commodity Exchange Authority now has had onion trading under its 
jurisdiction since September 24, 1955, it appears as though this market, with 
proper policing by both the exchange and the Commodity Exchange Authority, 
can remain a useful marketing medium for those in the onion trade, and we 
strongly urge that no action be taken that will hinder trading in this commodity. 


Senator Humpurey. Senator Morse, I have nothing more to ask 
you. 
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Thank you very much. 

Senator Morse. Thank you very much. 

Senator Humporey. Now we would like to hear from Representa- 
tive Gracie Pfost of Idaho. 

Representative Pfost, it is a pleasure to have you here. 


STATEMENT OF HON. GRACIE PFOST, REPRESENTATIVE IN 
CONGRESS FROM THE FIRST CONGRESSIONAL DISTRICT OF 
THE STATE OF IDAHO 


Mrs. Prost. Thank you, Mr. Chairman. It is a pleasure to be 
here, particularly in view of the fact that on the first day of the ses- 
sion I introduced a bill (H. R. 376) which is identical to the bill be- 
fore this subcommittee. My bill has been reported by the House 
Agriculture Subcommittee, and the full Agriculture Committee, and 
we hope the House will take action on it before the end of the session. 

Senator Humpurey. What was the vote in the full committee, do 
you recall? 

Mrs. Prost. They did not have a recorded vote. Therefore, it 
was considered that the bill was unanimously approved. However, 
there were some negative discussions of the bill, I believe, in com- 
mittee. I am not a member of that committee, so therefore I can- 
not speak authoritatively on the subject of the vote in the full com- 
mittee. The chairman told me the bill was unanimously reported. 

Senator Humpurey. Do you mind if at this point in the record we 
introduce for the Senate record a copy of the House Committee Re- 
port? Report No. 1036, presented by Mr. Cooley, chairman of the 
Committee on Agriculture, submitted to the whole House onAugust 
8, 1957. 

Mrs. Prost. I think the report could be most helpful to the Sen- 
ate committee in view of the fact that it contains many statistics in 
brief form, which show the extreme fluctuations in prices, particu- 
larly in February and March of 1956. 

(The report referred to is as follows:) 


[H. Rept. No. 1036, 85th Cong., Ist sess.] 


The Committee on Agriculture, to whom was referred the bill (H. R. 376) to 
amend the Commodity Exchange Act to prohibit trading in onion futures in 
commodity exchanges, having considered the same, report favorably thereon with 
amendment and recommend that the bill do pass. 

The amendment is as follows: 

Page 1, line 8, strike out the figure ‘‘4”’ and insert the figure “‘5’’. 


STATEMENT 


The purpose of this bill is to amend the Commodity Exchange Act so as to 
prohibit futures trading in onions on commodity exchanges designated as contract 
markets under that act. Public Law 174, 84th Congress, approved July 26, 1955, 
amended the Commodity Exchange Act to prohibit trading in onions futures 
except on contract markets. As further amended by this bill, the statute will 
carry both prohibitions. 

BACKGROUND 


Futures trading in onions is conducted on two markets, the Chicago Mercan- 
tile Exchange and the New York Mercantile Exchange. Trading on the Chicago 
Mercantile Exchange began in September 1942 and on the New York Mercantile 
in October 1946. oth exchanges conduct futures trading in onions meeting the 
requirements of the United States standards for northern grown onions, which 
designation relates to type and not to geographical origin. owever, the onions 
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must be grown in the continental United States. Trading is conducted on both 
exchanges in the Yellow Globe Type onion contract. In addition, the Chicago 
Mercantile Exchange has a Sweet Spanish onion contract. 

Yellow Globe onions are grown in the late onion-producing States. Most of 
this production is in nine States: New York, Michigan, Wisconsin, Minnesota, 
Illinois, Ohio, Indiana, Massachusetts, and Iowa. Over the years late onions 
have accounted for approximately 75 percent of the total commercial onions in the 
United States. Yellow Globe onions are harvested in the months of August and 
September, and a considerable portion of the crop is placed in storage by producers 
and dealers. Most of the storage onions move into commercial channels from 
September through March when the early crop in Texas is harvested. Since late 
onions cannot be stored from one year to the next, the crop must be marketed 
during the same season. 

Futures trading is conducted on the Chicago Mercantile Exchange in 4 delivery 
months—November, January, February, and March. Trading in the November 
future begins in the preceding winter prior to the spring planting season. Trading 
in the March future generally begins in the late summer or early fall and continues 
throughout the marketing season. Prices therefore are registered on the futures 
market the year round. 

Practically all of the trading in onion futures has been in the Yellow Globe 
type contract on the Chicago Mercantile Exchange. There has been little trad- 
ing in the Sweet Spanish type contract. In 6 of the last 7 years trading in Chicago 
has been in excess of 99.6 percent of the total. In no season has volume on the 
New York market exceeds 8.0 percent of the total. In 1955-56 trading at New 
York increased sharply but still accounted for only 4.6 percent of the total. 


COMMITTEE ACTION 


For the past several vears there has been a growing conviction among onion 
producers that price variations on the futures market have been adversely affect- 
ing the cash price of onions. Violent fluctuations in the futures price of onions 
have tended to substantiate this position. In 1950 the March future ranged from 
$1.28 to $0.44 on the Chicago Mercantile Exchange during the month of March. 
In 1951 the range was from $0.77 to $2.07. In 1956, the March future ranged 
from a seasonal high of $2.75 per 50 pound bag to $0.84 on March 1, 1956, and a 
low of $0.10 on March 15. Price movements of this sort cannot be attributed to 
supply and demand, and forced the conclusion that speculation, and in some 
instances manipulation, has been a dominant factor. 

Until 1955 the Commodity Exchange Authority had no authority to regulate 
the trading in onion futures. In 1955, however, this committee reported and 
Congress enacted a bill placing onion futures trading under CEA authority. 
This bill was approved by the President on July 26, 1955, and CEA thereupon 
obtained jurisdiction over trading in onion futures and a limited measure of 
authority to regulate such trading on commodity markets. 

In 1956 as the result of mounting protests from onion growers (and also, at 
that time, from potato growers) the chairman of this committee designated a 
special subcommittee under the chairmanship of Hon. George M. Grant of 
Alabama to conduct hearings into future trading in onions and potatoes. The 
committee was appointed on October 27, 1955, and conducted hearings that 
winter and the next spring and summer in Washington and at other points con- 
venient to onion and potato producers. 

In September 1956 the committee issued its report saying in substance that the 
basic economic activity involved is the physical production and distribution of 
onions and potatoes—not the trading in futures contracts for those commodities, 
that gyrations of the futures market have at times affected the cash price of onions 
and potatoes, and that unless futures market can be operated in such a way as 
to prevent injury to the producers of such commodities, futures trading should be 
prohibited. 


1957 DEVELOPMENTS 


Following the issuance of the committee report, some steps were taken by the 
Chicago Mercantile Exchange to tighten up the regulations relating to the trading 
in onions futures so as to prevent some of the price fluctuations and other condi- 
tions of which producers complained. A period of relative stability in the onion 
futures market ensued and continued until about February 1, 1957. At that time 
a “bullish” report of the National Onion Association (which has a membership 
of growers, shippers, and dealers) climaxed several days of equally bullish rumors 
and sent the price of March onion futures from $1.15 on January 8, to $2.20 per 
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50-pound sack°on February 4. .Thereafter, the reaction set in and by February 
25, March futures had dropped to $0.87. 


HEARINGS 


These -gyrations set off a new wave of producer demands for the complete 
prohibition of trading in onion futures and hearings were set on H. R. 376, the 
bill reported herewith, and a number of similar bills: H. R. 1933, H. R. 1935, 
H.R. 3418, H. R. 5236, and H. R. 5732. At the hearing more than 40 witnesses 
appeared, the number being about equally divided between proponents and 
opponents of the bills under consideration. The testimony presented at the 
hearing was of exceptionally high caliber and represented in many instances a 
substantial amount of research and analysis on the part of the witness. 

In addition to the various. analyses of the matter presented by individual 
witnesses, special studies of the relationship between the futures market and the 
cash price of onions were made at the request of the committee by the Commodity 
ixchange Authority and the Agricultural Economies Division of the Department 
of Agriculture. These studies were made a part of the hearing record and together 
with the testimony presented by other witnesses, comprise probably the most 
exhaustive analysis of this subject which has been compiled. 

In substance, the bulk of these studies appear to indicate: 

(1) That while there may not be any effect. on long-run or season average cash 
prices of onions resulting from futures trading, there is little doubt but that. varia- 
tions in price on the futures market. do have a direet and pronounced effect over 
short periods of time on cash onion prices. 

(2) In contrast to some other commodities where there is wide use of the futures 
market for hedging purposes by buyers of such commodities, there is relatively 
little buyer hedging in onion futures. 

(3) That a number of growers do make use of the futures market and the 
record shows that there have been few, if any, years when the producer could not 
at some time during the growing season have hedged his production at a satis- 
factory price. The record is equally clear, however, that relatively few producers 
have the financial resources to engage in a substantial hedging operation. 

(4) In spite of the improvements in the trading environment which have been 
brought about as the result of CEA jurisdiction and by action of the exchange 
itself, it seems quite clear that violent fluctuations can still take place on the 
futures market without any relationship to supply and demand factors and that 
these price fluctuations can and will have an effect on the cash onion market. 


Senator Humpurey. Proceed, Mrs. Pfost. 

Mrs. Prost. Mr. Chairman, many of the growers and shippers of 
my congressional district wanted to send some representatives here, 
but because they were right in the midst of harvesting and shipping 
early onions and potatoes they were unable to do so. 

However, we do have a representative of the Snake River Valley 
in the person of Warren Farmer, Ontario, Oreg., who has been sent 
here to represent the Idaho-Oregon region generally, and I am sure 
you gentlemen will extend to him every courtesy. 

He is well qualified to give you detailed information on current 
distress in the onion industry because of futures trading. I had hoped 
that the Idaho Grower-Shippers Association and the Southwest Idaho 
Onion Growers Association would also be able to find spokesmen who 
could take the time to attend, and locate funds to finance their trip, 
but due to the fact that futures trading has cut into their income, and 
as this is a particularly busy season, neither of these groups could 
manage representation. 

Senator Humpurey. | want to say to those groups that they have 
mighty good representation in the present witness. 

Mrs. Prost. Thank you very much, Mr. Chairman. I appreciate 
those kind words. 

Senator Humpurey. It is a true statement. 

Mrs. Prost. As you know, they have sent spokesmen several times 
to appear before the House committee in the past few years in behalf 
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of bills to prohibit trading in onion futures—and I sincerely hope they 
will not have to come again. There is ample evidence on the record 
that this bill should be passed—and passed promptly. 

Last session when we pled for this legislation to end the distress in 
the onion industry, the Department of Agriculture asked that no 
action be taken until the mercantile exchange could be given time 
to experiment under the stopgap measure passed the year before— 
in the first session of the 84th Congress. ‘Trading was therefore al- 
lowed to continue under the direct supervision of the Commodity 
Exchange Authority. 

The CEA, through the cooperation of the Chicago Mercantile Ex- 
change, did do a commendable job through part of the fall of 1956, 
and early 1957. However, after the Department of Agriculture’s 
report on onion holdings on hand as of January 1 was released on 
January 18, 1957, and prices moved up to a level on physical onions 
justified by supply and demand, the speculative ‘‘shorts’’ became 
panicky, rules were forgotten, and the CEA and even their own mer- 
cantile exchange could not hold trading under control. 

I understand that some of the board members have tried to place 
the blame for the drastic price decline which occurred on the report 
of onionholdings of the National Onion Association, but there was 
nothing in the supply situation to justify such a decline in board 
prices. 

I will not attempt to argue the matter here—there are others who 
are far more familiar with the facts that I, but it seems to me that 
the February debacle proves conclusively that present laws are not 
adequate, and that onion futures trading should be completely pro- 
hibited. 

The long and short of it, Mr. Chairman, is that onions are not a 
suitable commodity for futures trading. They are a comparatively 
small crop, as you know, and are highly perishable. Futures trading 
makes it impossible for the growers and shippers to regulate either 
the production or the marketing of onions. 

Let me point out that growers and shippers do not necessarily 
consider speculation in physical onions undesirable. They are simply 
opposed to allowing a perishable product like onions to be manipulated 
on paper, regardless of supply or demand. 

Mr. Chairman, in allowing trading in onion futures, we are con- 
doning a practice which serves no beneficial purpose, and yet bleeds 
the onion industry of millions of dollars each year. 1 am sure that 
members of this committee, dedicated as you are in the welfare of the 
American farmer, will agree with me that all agricultural products 
should be marketed in an orderly way so that the farmer who produces 
them, and the shipper who transports them, gets a decent income from 
his labors. Instead, we are allo owing a practice to continue which 
makes the men who speculate in onion futures rich at the expense of the 
men who have done all of the work—the onion growers and shippers. 

Mr. Chairman, the onion industry is back of this legislation almost 
to a man. They are the people who should be given consideration. 
It is their product, and they should be allowed to control it. 

Practically the only opposition to this bill comes from the Chicago 
Mercantile Exchange. If it weren’t for them, this bill would have 
become law a long time ago. They’ve done everything they could to 
stop it—even to insisting that these Senate hearings be called at this 
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particular time—in a season when it is difficult for the onion industry 
to send growers and shippers to support it. 

Mr. Chairman, I have the statement of Mr. C. H. Burns, of the 
Idaho Growers-Shippers Association, who asked that I represent him 
ee I should like to have his full statement made a part of the 
record. 

I should also like, with your permission, Mr. Chairman, to read 
about 3 or 4 paragraphs from Mr. Burns’ statement. 

Senator Humpurey. Very well, you may proceed. 

Mrs. Prost. (Reading:) 


It has been shown by testimony already given that the growers and the onion 
industry have been at the mercy of this heavy trading on the Mercantile Exchange 
and on many occasions prices have been driven down as much as $1 to $1.50 for 
50-pound bags in a period of 2 to 3 weeks or less without any justification from a 
supply standpoint. 

And let me add, Mr. Chairman—which I should have said at the 
beginning of this—that Mr. Burns is a very able grower-shipper in 
Idaho. He has been in the Idaho onion business for at least 25 years. 
He knows it forward and backward. He feels definitely, as his state- 
ment will bear out, that the manipulations have caused the drastic 
declines which have brought about a very depressed market in our 
area. 


We are taking for an example what happened after February 4, 1957, when the 
supply of onions on hand in the onion-growing States showed less than a normal 
supply both by the Government USDA report as well as that of the National 
Onion Association. Prices had gradually worked up from January 1 to February 
4 in line with supply and demand. 

From February 1 to February 4, we were able to pay the grower $3 a bag 
loaded aboard cars on U. 8S. No. 1 Jumbo Onions, but due to the heavy trading 
between February 4 and February 7, the trade practically stopped buying, and as 


a result the market was completely demoralized for a period of approximately 
10 days. 


When the trade started buying again, prices had declined to a point of $1.40 
to $1.75 per bag, or a decline of $1.25 to $1.60 per bag. 

I have statistics which show that it costs the grower $1.50 to $1.60 
per bag to deliver onions to Chicago, which is just net expense. The 
bag alone costs him 20 cents, and on top of that he has to pay a water 
bill and hire help to produce, weed and irrigate the onions. __ 

You will note in the report of the subcommittee that the price de- 
clined to 10 cents on March 15 last year. So, of course, that was only 
half the cost of an empty bag. We have a high freight rate of about 
50 or 60 cents a bag to Chicago. 

Further reading from Mr. Burns’ statement: 

When the trade started buying again, prices had declined to a point of $1.40 to 
$1.75 per bag, or a decline of $1.25 to $1.60 per bag. 

We would estimate that the decline, from the standpoint of a grower, amounted 
to an average of $1.50 per bag on these Jumbo Yellow Spanish onions. This 
amounts to a loss of approximately $900 per car. 

With the price of other farm commodities already depressed, the 
farmer is hit particularly hard when onion prices break below the cost 
of producing them. 

Mr. Burns points out, on page 3 of his statement: 

The big talking point of the Chicago Mercantile Exchange is that they offer the 
growers a service which is of great value to them. However, I wish to cite under 


the Summary and Conclusions report released by the CEA last spring which 
states: 


ONION FUTURES TRADING 21 


“Tt does not appear that the hedging use of futures market has been of such 
character as to be of importance in the marketing of onions.” 

I believe that this proves that the legitimate growers do not make use of the 
exchange for hedging their onions. 


Senator Humpurey. That is very good testimony. I want. to 
commend Mr. Burns for what seems to be a most well-documented 
statement. It will be very helpful to us. The entire statement will 
be incorporated into the record at this point in its entirety. 

(The statement referred to is as follows:) 


STATEMENT FitEp By C. H. Burns, IpAno Grower Surprers ASSOCIATION, 
Nampa, IDAHO 


Due to the heavy shipment of potatoes and the starting of the onion season here 
in Idaho and eastern Oregon, I find it. impossible to appear as a witness before you 
on the hearings held for consideration of Senator Neuberger’s 8. 778 and Sena- 
tor Potter’s 8. 1514 which would eliminate the trading in future onions. 

I appeared at 3 different hearings before the House subcommittee: 1 in Chicago 
in 1956, 1 in Washington, 1956, and again in Washington in May 1957 before the 
same committee, testifying on behalf of the Idaho Grower Shippers Association 
which includes Malheur County, Oreg. I would like very much to have appeared 
before you at this hearing on August 12 but, due to facts as stated, it was impossible 
for me to do so. 

Although we were very disappointed that these bills could not be acted upon 
without further hearings, we are sure that your committee could not avoid this 
hearing since this hearing was demanded by the Chicago Mercantile Exchange 
but it was unfortunate that it could not have been earlier in the season. We do 
want to thank you very much for your consideration in setting aside time for this 
hearing since we know that you have all had a burdensome and busy session with 
other legislation which has been before you. 

At all of the hearings before the House subcommittee, we have gone into con- 
siderable detail so will make this brief. It has been shown by testimony already 
given that the growers and the onion industry have been at the mercy of this heavy 
trading on the mercantile exchange and on many occasion prices have been driven 
down as much as $1 to $1.50 for 50-pound bags in a period of 2 to 3 weeks or less 
without any justification from a supply standpoint. 

We are taking for an example what happened after February 4, 1957, when the 
supply of onions on hand in the onion-growing States showed less than a normal 
supply both by the Government USDA report as well as that of the National 
Onion Association. Prices had gradually worked up from January 1 to February 
4 in line with supply and demand. From February 1 to February 4, we were able 
to pay the grower $3 a bag loaded aboard cars on U. 8. 1 Jumbo onions but due 
to the heavy trading between February 4 and February 7, the trade practically 
stopped buying and as a result the market was completely demoralized for a 
period of approximately 10 days. 

When the trade started buying again, prices had declined to a point of $1.40 
to $1.75 per bag, or a decline of $1.25 to $1.60 per bag. We would estimate that 
the decline from the standpoint of a grower amounted to an average of $1.50 
per bag on these Jumbo Yellow Spanish onions. This amounts to a loss of ap- 
proximately $900 per car. 

Trading on the mercantile exchange had been comparatively light until January 
18, 1957, but starting at that time it become very active. I wish to call your 
attention to the volume of futures trading prior to January 18, 1957, as compared 
to after January 18, 1957. Records will show a total up until January 18, 1957, 
amounted to 14,212 cars; January trades 20,618; February, 7,768; March 11,775 
for a grand total of all options of 54,373 cars which was considerably less than 
those trades during a comparative period in previous seasons. Of course January 
trading had practically closed when the active trading began on January 18. 

However, starting January 18, 1957, through February 28, 1957, there were 197 
cars of Januarys, 2,930 cars of Februarys, 29, 094 cars of Marchs, for a grand total 
of 32,221 cars in less than a 6-week period. In addition to this between March 1 
and March 22, the closing date of March options, there was a total of approxi- 
mately 5,000 cars of March trades making a total of March trades alone between 
January 18 and March 22, approximately 35,000 cars as compared with 11,775 
cars traded on Marchs prior to January 18, 1957; or nearly 3 times more Marchs 


traded in 2-month period than were traded during the several months prior to 
January 18, 1957. 
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March. futures made a high of $2.20 on February 4 and low as $0.85 on March 
6, 1957. Marchs closed on February 4 at $2.20 just 3 days later (February 7) 
they hit a low of $1.39. In other words prices declined on the board 81 cents in 
just 3 days’ period. They traded total of 3,323 cars on that day alone. 

In view of the fact that national onion holdings showed less than a normal 
supply on January 1 and February 1, price movement such as this could not be 
justified by supply-and-demand factor and must be attributed to manipulation 
or.a wave of excessive speculation. Regardless, this board activity caused the 
buying trade to practically stop buying and as a result our market was completely 
demoralized for approximately 10 days. 

When they started buying again, prices were much lower and growers were 
forced to sell at prices up to $900 a car less than they had previously been sold. 
To show that this drastic decline was never justified on the board we point out 
the fact that March futures hit a low of 85 cents on March 6 but at that tame 
board prices started to advance and finally closed out on March 22 at $1.60, or 
an advance of 75 cents in about a 2-week period. After the board closed on 
March 22, price on physical onions continued to advance. 

The big talking point of the Chicago Mercantile Exchange is that they offer 
the growers a service which is of great value to them. However, I wish to cite 
under the ‘Summary and Conclusions’ report released by the CEA last spring 
which states: 

“It does not appear that the hedging use of futures market has been of such 
character as to be of importance in the marketing of onions.” 

I believe that this proves that the legitimate growers do not make use of the 
exchange for hedging their onions. In other words, we know that only a small 
percentage of the growers have hedged their onions; on the other hand only those 
growers financed entirely by exchange members hedge. These growers grow 
onions stric ly for hedging purposes. 

It is a known fact that those who sell or hedge their onions on the board do 
not intend to deliver; likewise, those who buy on the board do not expect to 
receive the physical onions. So, if this futures trading is to continue, why not 
call a spade a spade and legalize it as a straight gambling operation, which it 
actually has been and is at the present time. 

In conclusion, records will show that all legitimate onion growers of the Nation 
are 100 percent against this futures trading which has plagued the onion industry 
since shortly after the beginning of this trading on the mercantile exchange and 
especially so during the past 5 or 6 seasons. The very nature and size of the 
onion crop as a commodity makes manipulation inevitable, and the only remedy 
for the evils of the onion futures is the elimination of it from the futures board. 
Onions cannot in any way be compared with grain, cotton, eggs, or other com- 
modities of much longer storage life, due to their highly perishable nature. 

Why should the onion farmer, the shipper, and the entire industry be forced 
to try to exist under these deplorable conditions which have been placed upon 
them by the mercantile exchange without their consent. The growers and shippers 
have already spent thousands of dollars trying to remove this terrible menace 
that has been hanging over their heads for so many years. They are simply 
asking that they be able to take the industry back into their own hands and run 
their business and enjoy the right to free enterprise. 

We most earnestly urge your support of the two bills now in the Senate which 
would eliminate this evil. 


Senator Humpurey. Congresswoman Pfost, I want to thank you 
very much for your coming to us and giving us the benefit of your 
information on this subject. 

By the way, I surely commend you for being most articulate and 
well informed. I always marvel at how well people can do this job 
when there are so many subject matters. 

How many times will you have to testify on different things today? 

Mrs. Prost. Well, I had 2 other committee hearings on the House 
side scheduled for 10 o’clock this morning, but I was able to postpone 
1 until 2 o’clock this afternoon. 

I want to thank you very much. It was wonderful of you to give 
us aN opportunity to appear here and outline the full impact of this 
situation on the people in the Snake River Valley. 

Thank you very much Mr. Chairman. 
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Senator Humpsrey. | am sure we appreciate your, testimony. 
Thank you. 

I understand Congressman McIntire is here. We willjust. note 
for the record that the Congressman is here. We are very pleased to 
have him. 

We know of your interest in all these agricultural matters, Mr. 
Congressman. 

Is Mr. Veril Baldwin here? 

Would you mind coming forth, Mr, Baldwin. 

I am going to take Mr. Baldwin out of turn, ahead of Mr. Kauffman, 
who is the Administrator of the Commodity Exchange Authority. 

Mr. Baldwin, we are very sorry to hear the sad news pertaining to 
your family, and I want to get you on so you can depart, 

Mr. Batpwin. Thank you, Mr. Chairman, very kindly. 

Senator Humpurey. Please accept our sympathy and condolences, 

Mr. Batpwin. Thank you. 


STATEMENT OF VERIL BALDWIN, PRESIDENT, NATIONAL ONION 
ASSOCIATION, STOCKBRIDGE, MICH. 


Mr. Batpwin. Mr. Chairman and members of the committee, my 
name is Veril Baldwin from Stockbridge, Mich., onion grower and 
shipper, and president of the National Onion Association. 

I also represent the following organizations that have taken a 
definite stand in support of legislation to eliminate onions from 
futures trading: 


The Michigan Muck Farmers Association. 

The Michigan Onion Growers Association. 

The Michigan Farm Bureau, with some 66,000 members. 

The Wisconsin Farm Bureau. 

The Wisconsin Muck Farmers Association. 

The Michigan Agricultural Conference consisting of 88 organized groups, with 
approximately 60,000 members. 

The Michigan Vegetable Council. 

The United Fresh Fruit & Vegetable Association, with over 5,000 members. 

The Vegetable Growers of America with 5,000 to 6,000 members. 

The Indiana Muck Crop Growers Association. 

The Western Growers Association. 

The Associated Colorado Growers & Shippers. 

The Indiana Potato Growers Association. 

The New York State Vegetable Growers Association. 

The Texas Citrus & Vegetable Growers Association. 

The Idaho Growers & Shippers Association. 

The Southwest Idaho Growers Association. 

The Malheur County Onion Growers Association. 

The Hollendale Marketing Association. 

The Southern Minnesota Vegetable Growers Association. 

The Colorado Onion Growers Association. 

The Colorado Growers & Shippers. 

The Oakfield & Elba Growers Association. 

The Oswego Vegetable Growers Association. 

The Colorado Potato Growers Exchange. 

The Chicago Carlot Potato Dealers. 

The Olathe Potato Growers Association. 

I would like to comment, if I may, that there is some duplication of 
organizations, where we contend that we represent the onion industry. 
The opposition has raised the question as to whether or not we com- 
pletely represent the industry. We would like to pomt out that 
where the National Onion Association appears to have few members 
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in certain areas, such as Wisconsin, that we had duplicate organiza- 
tions that we represent, such as the Wisconsin Farm Bureau and the 
Wisconsin Muck Farmers Association and the United Fresh Fruit & 
Vegetable Organization, which is a national organization, and the 
VGA, which is the Vegetable Growers of America, and a national 
organization, and also the Farm Bureau of Wisconsin, and also the 
National Farm Bureau. 

Senator Humpnrey. What you are saying is that your membership 
cuts across into these other organizations, as well as their membership 
into yours; is that correct? 

Mr. Batpwin. That is right, and that those organizations are on 
record as to the same thing that we are supporting. 

Senator Humpurey. I want you to know I was never very impressed 
by the argument that you did not represent the onion growers. I 
think you do. 

Mr. Batpwin. Thank you. 

Mr. Chairman, market organizations and onion operators in the 
following terminal markets have authorized the National Onion 
Association to represent their interests at the Senate Agricultural 
Subcommittee hearings on futures, August 12, 1957: Washington, 
D. C.; Philadelphia, Pa.; St. Louis, Mo.; Pittsburgh, Pa.; Portland, 
Oreg.; Cleveland, Ohio; Jacksonville, Fla.; Buffalo, N. Y.; Indian- 
apolis, Ind.; Albany, N. Y.; Chicago, Ill.; Minneapolis, Minn.; 
Boston, Mass.; Providence, R. I.; and Salt Lake City, Utah. 

We have on file with the House Agricultural Subcommittee petitions 
with thousands of names supporting legislation to prohibit futures 
trading in onions. 

I represent over 110 organized groups and, together with other 
representatives of national organized groups here, we represent 
millions of paid members. 

In the face of this formidable array of organized strength, the 
opposition in previous hearings has had the audacity to raise the 
question as to whether or not we represent the onion industry. The 
onion industry is admittedly a small industry. The National Onion 
Association is likewise a small organization, but it has more paid 
members today than ever before in its history, and is the only organ- 
ized group representing the onion industry. It is a fair statement 
that practically every bushel of onions produced in the United States 
is produced or handled by members of the National Onion Association, 
or by other groups we represent here. How could the situation 
possibly be covered more completely? 

We have no criticism or objection to futures trading in other more 
stable commodities where real services of economic value are rendered. 
We do think that the tremendous unfavorable publicity pertaining 
to futures trading in onions for many years has discredited all futures 
trading and, if continued, will always tend to discredit, in the eyes of 
the public, futures trading in more suitable commodities. 

Futures trading in onions was forced on the onion industry and, in 
the past 10 years, has perhaps caused more hardship and dissatisfac- 
tion and unfavorable publicity than such trading in all other com- 
modities combined for the past 40 years. 

Forced to accept futures trading in onions, the onion industry for 
many years insisted that the Mercantile Exchange modify and 
improve its onion futures operations. The stock answer and attitude 
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was that they were in a legal business to stay, that they had millions 
of dollars to spend to protect their rights, and that the little people 
in the onion business would just have to learn to live with it. 

We have no criticism of the Commodity Exchange Authority and 
we admit that they have forced some valuable restrictive regulations 
on trading, but they admittedly have been unable to regulate trading 
in onions to eliminate the evil practices that are destroying the onion 
industry. 

In fairness to the situation, we also admit that the Mercantile 
Exchange, under this legislative pressure, has adopted some con- 
structive rules and regulations. However, the people I represent 
have no confidence in the permanency of constructive regulations 
adopted under pressure, and they know that exchange members who 
make and change the rules are not interested in a stable market but 
in a sharply moving market, with traders changing their positions 
often, all of which brings in additional brokerage revenues. These 
accumulative brokerage revenues oftentimes exceed the value of the 
commodity traded. 

The people I represent want no more time spent in efforts at 
regulations and controls, but wish to be free from the effects of a 
system that bleeds the onion industry of millions of dollars and con- 
tributes nothing but chaos and demoralization to cash markets. 

The opposition has brought out the fact that onions fluctuated and 
were cheap before futures trading existed; however, I would like to 
point out that a bag of onions for 50 cents today is vastly different 
from a bag of onions at 50 cents 15 years ago, as the cost of production 
has perhaps trebled. 

Further, I remember no history of prices, even in depression days, 
equal to the 10 cents per bag record established not so very long ago 
on the Chicago futures market, this being less than half the cost of 
the empty bag. 

Only last February onion prices on the Mercantile Exchange were 
forced down from a high of over $2 to 85 cents in 3 weeks’ time. 
This rapid decline was brought about even though stocks of onions 
on hand throughout the country were not adequate to meet normal 
needs until the spring crop was ready. This drastic price break 
resulted in complete chaos in cash markets, even to the point of rec- 
ognition in bulletins issued from several brokers’ offices, Onion 
movement temporarily came to a standstill, and formerly light 
supplies began to back up and became burdensome. 

Futures trading is unbelievably disturbing to the cash market dur- 
ing liquidation months. All value gained from a hedging program is 
usually offset by the chaos and loss during liquidation months, 

The onion industry has never asked Congress for any kind of price 
support or subsidy. The industry has experienced incredible hard- 
ships due to wildly fluctuating, markets. and artificially depressed 
prices. Most people in the onion business feel that one of their 
greatest problems is the adverse effects of futures trading on mercantile 
exchanges. 

Futures trading in, onions has become,a great factor in the onion 
business. Most people in the business think it is a very bad and 
undesirable factor. I have been. eonvinced for some time \that, since 
onion growers are subject. to the depressed prices caused by futures 
trading, they must avail themselyes of the upswings in the market 
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if they are to stay in business. I have used this policy in my own 
business with some success. I make this statement to counteract 
the opposition’s contention that only those who have lost money on 
the board are opposed to it. 

However, the majority of onion growers, for various reasons—lack 
of finances, lack of information, and small size of operation—are 
unable to use the services of the board, but are victimized by its 
adverse effects. I have long been convinced that futures trading in 
onions was detrimental to the onion industry. 

Futures trading results in overproduction by giving some growers 
encouragement to plant through early quotations that are attractive. 
Especially, it brings overproduction through broker financing to 
stimulate brokerage income and provide onions under the brokers’ 
control during delivery months. 

Futures trading in onions results in many cars of minimum quality 
onions thrown on the market intentionally to reduce the price of all 
onions, both cash and board, so shorts can cover commitments 
profitably. Onions are too small an industry, too perishable, too 
short-seasoned to lend themselves to futures trading. This is the 
sober, studied judgment of practically everyone in the onion industry. 

Further, futures trading in onions renders no real service, economic 
or otherwise, as does futures trading in more stable commodities. 

Onions are not processed or used in manufacturing to any extent, 
so buying to hedge for future use is almost nonexistent. The average 
grower, as has been pointed out, cannot successfully use the market 
to hedge his sales. 

Mention has been made of the value of information received from 
trading exchanges. It is a well-known fact that misinformation to 
influence the market is one of the biggest factors used by onion futures 
traders. 

In the words of one associate broker on the exchange, “It’s just a 
good crap game.’’ The onion industry thoroughly agrees, but must 
add “with loaded dice.” 

The people I represent are opposed to futures trading because it 
serves no useful purpose. Yet it robs the industry of millions of 
dollars and contributes nothing. Neither does it affect consumer 
prices one way or the other, as experience has shown. 

The opposition to eliminating organized futures trading consists 
almost entirely of a few people interested in brokerage revenues or 
growers who are financed by board money and under obligation to 
those interested in brokerage revenues and board control. 

Senator Humpurey. Are you saying here, Mr. Baldwin, that when 
these prices slide down to these disastrous low levels, it does not 
reflect itself in the retail establishment to the consumer? 

Mr. Batpwin. Yes, Mr. Chairman; I said just that. We have 
observed for a good many years the price follows the pattern of some- 
thing like 8 cents a pound to the retailer, and that continues through- 
out the season, and the price on the board, or the price on the cash 
market, or the price to the farmer, can fluctuate $1 a bag to $2 a bag, 
with practically no effect whatever, either up or down, to the consumer 
price. 

Senator Humpurey. Thank you very much. 

Mr. Batpwin. Of course, one reason for that is that the other 
services that enter into the cost of food that applies to so many 
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things is fairly constant. And the farmer receives less and less 
percentage of the value of the raw material. 

We realize that the Senate committee wishes a record of evidence 
in their own files, but time and space compels us to refer you to a 
tremendous amount of evidence on file in the House Agricultural 
Subcommittee which is available to you. 

Previous testimony by the opposition has been most abusive in its 
attacks on the NOA and its leadership, even to the point of character 
assassination type of statements, which I have ignored. 

The question for consideration here is not personalities but the 
future welfare of an industry. The National Onion Association has 
no apologies for carrying out the overwhelming mandate from its 
members, and is working for the welfare of the industry in the only 
democratic American way possible. 

We sincerely urge your support of this legislation to prohibit futures 
trading in onions so the industry can be free to study and work out 
other problems it may face. 

Senator Humpurey. Thank you very much, Mr. Baldwin. That 
is a very fine statement. We have the testimony of the House sub- 
committee. The main reason for this hearing was that some of the 
opponents of this legislation asked to be heard and we work on the 
proposition here that if people want to be heard, time will be taken 
out to hear them. 

Mr. Batpwin. Thank you very kindly, Mr. Chairman, and thank 
you for stepping up my time so that I can leave and be with my 
family. I would like to mention that if any question comes up that 
you want further information pertaining to the National Onion Asso- 
ciation, the secretary of that association, Jack Rose, is here, and 
although he is not scheduled to testify, he will be available to answer 
questions. 

Senator Humpnrey. Thank you. I want you to know, Mr. Bald- 
win, that the National Onion Association enjoys a good reputation in 
the presence of this committee, and you have some mighty good 
affiliates on the list that vou submitted. So I don’t think we will have 
to spend any time justifying the virtues of the organization. 

Mr. Batpwin. Thank you, that is refreshing, in view of some of 
the criticisms that one sometimes gets. 

Senator Humpurey. Thank you, sir. 

The next witness is Rodger Kauffman, Administrator, Commodity 
Exchange Authority. 


STATEMENT OF RODGER R. KAUFFMAN, ADMINISTRATOR, COM- 
MODITY EXCHANGE AUTHORITY, UNITED STATES DEPARTMENT 
OF AGRICULTURE 


Mr. KaurrMan. I am Rodger R. Kauffman, Administrator of the 
Commodity Exchange Authority of the Department of Agriculture. 

Senator Humpurey. Will you identify your associates? 

Mr. Kaurrman. I have with me this morning Mr. Douglas B. 
Bagnell, Deputy Administrator, and Mr. Ronald C. Callander, Di- 
rector of the Trading and Reports Division. I would like to have 
them sit with me, if I may. 

Senator Humpurey. Very good, sir. Do you have a prepared 
statement, Mr. Kauffman? 
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Mr. Kaurrman. I do, Mr. Chairman. 

Senator Humpurey. I want to note here for the record, and it can 
be inserted at the appropriate place, that we do have another bill 
introduced on this subject, S. 1514, by Senator Potter, introduced on 
March 8, 1957. I believe the bill is similar to S. 778. And as I 
noted, Senator Potter presented a statement in support of his bill as 
well as S. 778. 

There is also a report from the Department of Agriculture on both 
of these bills. Both reports should be made a part of this testimony. 
The report, I believe, indicates, I would say, a kind of premeditated 
neutrality. 

You may proceed, Mr. Kauffman. 

Mr. Kaurrman. Mr. Chairman and members of the committee, 
my associates and I sincerely appreciate this opportunity to discuss 
futures trading in onions. 

Such trading has been under the continuing observation of the 
Commodity Exchange Authority since September 1955 when trading 
was placed within the purview of the Commodity Exchange Act. 
During this period we have completed 5 complete surveys of the 
futures market and 2 comprehensive reports dealing with futures 
trading in onions. 

Senator Humpurey. We have had those reports made available to 
us and they have been very helpful. 

Mr. Kaurrman. Wide price fluctuations have characterized the 
marketing of onions both long before and since the inauguration of 
futures trading. Long-term studies of onion prices show that the 
price variability of cash onions has not changed materially since the 
advent of futures trading. 

There is evidence, however, that price movements of onions, at 
times, have been both more rapid and of greater extent because of 
activity in the futures market. The most recent example was 
witnessed between the middle of January and the latter part of March 
of this year. During this period March onions in Chicago reached 
$2.20 per 50-pound sack on February 4 and, 3 weeks later, on February 
25, sold at 87 cents. 

This represents a decline of 60 percent in 3 weeks. After reaching 
a low for the season of 85 cents on March 6, the market entered a 
period of recovery, and the March future closed on the last day of 
trading, March 22, at $1.50 to $1.60. 

Our investigation of the trading during the period of sharp price 
movement showed that there was heavy activity in the futures 
market, with several hundred people getting in and out of speculative 
positions, We found no evidence, however, of any concerted. or 
planned action which would justify a conclusion of price manipulation. 

This sort of price movement in onion futures has occurred on many 
oceasions prior to this most recent episode. A year earlier, in March 
1956, the March future on the Chicago Mercantile Exchange ranged 
from 84 cents on March 1 to a low of 10 cents on March 15. In 1950 
the March future ranged from $1.28 to 44 cents during the month of 
March. In 1951 the range was 77 cents to $2.07. Price movements 
of this sort cannot be attributed to supply and demand, and force the 
conclusion that speculation, and in some instances manipulation, has 
been a dominant factor. 

Senator Humpnurey. I am just curious. My inquisitive instinct is 
getting the best of me now. Why do speculators fool around with 
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this commodity so much? It is quite obvious that this has no 
relationship to the practical facts of the situation. These are some 
boys that just could not get out to Las Vegas apparently and decided 
to get into this. What causes all this? 

Mr. Kaurrman. I am coming to that a little later in my statement. 
If I may, I would like to complete the statement and then submit 
ourselves to questions. 

Senator Humpnerry. Go right ahead. It is interesting to see how 
the boys work the market. Trae just wondering how it worked out. 

Mr. KaurrMan. Some of the instances of wide price swings which 
we have observed were apparently the result of manipulation. The 
one instance which has occurred since September 1955, when futures 
trading in onions became subject to regulation, resulted in the issuance 
of a complaint charging two individuals and a corporation with 
manipulation of the Samian during the period from November 1955 
to March 1956. 

It appears that within a marketing season prices received by farmers 
have been both higher and lower than they would have been in the 
absence of futures trading. The history of the market supports 
the view that short-term gyrations are frequently caused, or at least 
accentuated, by activity in the futures markets. As for the overall 
price trend throughout a marketing season, however, it is difficult 
to support a conclusion that average prices received by farmers 
over the years have been materially affected by the futures market. 

An important question is whether futures trading in onions has 
been of value in the distribution of the commodity. The principal 
functions of the futures markets in the commodities in which the 
futures system is most highly developed include the hedging of the 
product by those who produce and handle it, the providing of a point 
at which all supply and demand factors can be Eeeack to establish 
prices, and the dissemination of these prices for the information of 
producers and all others concerned with the marketing of the 
commodity. 

Looking at the question of hedging, we find that the proportion of 
futures trading in onions reported as being for hedging purposes is 
generally in line with that for the other commodities such as the 
grains and cotton. When we take a closer look, however, at the 
onion market, the character of the hedging activity is found to differ 
in rather important respects from that found in the more storable 
and stable commodities such as wheat, corn, and cotton. There is a 
tendency on the part of onion hedgers to hedge only partially and to 
place and remove their hedges sporadically, with changing appraisals 
of current market conditions. 

Most of the accounts reported as hedging are those of presons who 
produce some onions themselves but also engage in accumulating and 
shipping onions purchased from other producers. It was found that at 
least a portion of the short positions reported as hedging consisted of 
futures sales agaisnt anticipated production for the following crop year. 
With the very erratic price movements in onions, little if any actual 
price protection is achieved from such a hedge. Under the definition 
of hedging in the Commodity Exchange Act a person may classify as 
a hedge futures sales against anticipated production for the next 12 
months. It appears that in onions this has provided an opportunity 
and an incentive to profit from a decline in the currently maturing 
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futures from operations which are actually more speculative than 
hedging 

The average producer of onions does little, if any, direct hedging in 
the futures markets. This is generally true with respect to all of the 
commodities in which there is futures trading. In onions, most hedg- 
ing is done by grower-shippers. Some producers may benefit from this 
in that the grower-shipper may be enabled to contract with the pro- 
ducer for his crop before it has been harvested and in turn pass the 
risk onto the futures market. Our observation of the extent and char- 
acter of the onion futures trading which has been classified as hedging, 
however, leads us to the conclusion that it has not been of particular 
significance or benefit to the average producer. 

The highly speculative nature of the onion futures market probably 
arises primarily from the wide price movements characteristic of this 
commodity. Wide and rapid price swings attract speculation which 
at times further widens these swings, thus attracting more speculation. 
This speculative fever continues until the individual speculators have 
either lost their money or made enough to satisfy them for the time 
being. 

Selistie Humpurey. You don’t mind my saying I think that is a 
devil of a way to run a business, do you? It is like the fellow running 
the railroad. ‘Two trains are coming head on and hit, and they have 
a big investigation. They question one fellow and he says, “That is 
a heck of a way to run a railroad.” And I want to say with equal 
candor, when somebody can say ‘“This speculative fever continues 
until the individual speculators have either lost their money or made 
enough to satisfy them for the time being,” it shows that somebody 
has holes in his head. I mean from what I consider to be a normal, 
healthy point of view. I would not call this business. There are 
some games that are not exactly legitimate in most places where you 
do this sort of thing, like poker, crap games, roulette wheels, where 
you either lose all your money or make enough to satisfy your appetite, 
one or the other. Well, 1 am glad to get your statement on this. 

Mr. Kaurrman. The frequency of wide price movements attracts 
a type of speculator who is looking for quick action and who is likely 
to get into and out of the market in a relatively short period of time. 

Senator Humpurey. What does he have to do with onions? Is he 
really interested in onions, or is this to make money? 

Mr. Kaurrman. The speculator is interested in making a profit. 

Senator Humpurey. Not off of work or production, but off of 
manipulation. 

Mr. Kaurrman. Off of speculation. 

Senator Humpurey. Or manipulation. 

Mr. Kaurrman. Well, it sometimes gets into manipulation. We 
have a case pending now alleging manipulation, which is being very 
hotly contested, as you might well imagine. 

Senator Humpurey. Why the futures trading in this business? | 
am not opposed to futures trading, but this is not futures trading. 
This is outright ridiculous. 

Mr. Kavurrman. I think the nature of the commodity and the size 
of the crop are two very important factors. 

Senator Humpnrey. Well, we have the size of the sweetpea crop 
or the bean crop, which is small. 

Mr. Kaurrman. They are not traded in on organized markets for 
future delivery. 
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Senator Humpurey. Why are they not? 

Mr. KaurrMan. No one has attempted yet to introduce trading in 
them. But they might sometime. It just happens historically they 
have not been traded in on an organized commodity exchange. 

Senator Humpurey. Why is there an historical trading for onions? 
There isn’t in hamburgers—and onions and hamburgers go together. 

Mr. Kaurrman. The studies we have made over a period of some 
30 years show historically onions have over twice the price variability 
from year to year of the next highest commodity, which is potatoes— 
about 115 percent. 

Senator Humpurey. Why? Just like my little boy used to say to 
me, ‘Why, Daddy, why?” 

Mr. Kaurrman. The demand in the first place is very inelastic. 

Senator Humpurey. Then why should there be so much fluctuation? 

Mr. Kaurrman. The supply is not inelastic. They are a perishable 
crop. They are seasonally exhausted; they are not carried from 
season to season as grains and cotton and the more stable commodi- 
ties. And historically, they have been subjected to extreme price 
fluctuations. 

Senator Humpurey. Well now, oranges are extremely perishable, 
but they do have marketing agreements. They have marketing 
orders. Why can’t you have that in onions? 

Mr. KaurrMan. I believe there is one in the southeast Oregon- 
southwest Idaho area. 

Senator Humpnrey. Does that help the price structure for those? 

Mr. KaurrMan. It is very recent, and I don’t know just what it 
has done to the price structure in that area. 

Senator Humpurey. I am afraid I am a poor chairman for this 
meeting, because I just don’t like this kind of wildcat speculation. 
I think it is disgraceful. There are too many people who have to work. 
I have watched onion farmers produce onions. They have to work 
hard. And for some character to sit down and dealing and wheeling 
and dealing and making money off of it, it goes against my grain. I 
think people should make their money by working. If there is any- 
body here that disagrees with that, he can have a chance to say so later. 

Mr. Kaurrman. This situation was well illustrated early this year. 
On January 31 there were 708 traders with positions in the onion 
futures market. Between January 31 and February 15, 2 weeks later, 
352 of these 708 traders had dropped out, but 320 new traders had 
come in, so that the total number in the market on February 15 was 
676, almost a 50 percent turnover. 

Senator Humparey. Isn’t this situation that is just fraught with 
all kinds of economic shenanigans a prima facie case? 

Mr. Kaurrman. Well, it is a situation that is fraught with extreme 
speculation. 

Senator Humpurey. Well, you are very polite. Really, you would 
have.a tough time finding more people in Monte Carlo that came up 
to a gaming table than that, in and out, in and out. Do any of these 
people know what an onion looks like? 

Mr. Kaurrman. The trade uses the onion futures market, Mr. 
Chairman—the grower-shipper, and terminal market dealers. The 
average producer does not use it. The average producer of most 
commodities does not use it directly. His cooperative association 
may use it. But the average producer is not equipped to hedge 
directly in the futures market. 
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Senator Humpurey. Go ahead. 

Mr. Kaurrman. Actually, the number of traders getting in and out 
of the market in those 2 weeks was no doubt greater than indicated 
by our figures, as certainly there were some who came in after January 
31 and left the market before February 15 and, therefore, are not 
included in either figure. Most of the turnover was in the speculative 
accounts, 

This illustrates one of the basic differences between futures trading 
in a seasonally exhausted commodity as compared with the less 
perishable commodities. Many traders in wheat, corn, cotton, and 
other commodities remain in the market with unchanged positions 
for considerable periods of time. Some of them time their trading so 
as to receive the benefit of the capital net gains tax provision, which 
necessitates holding a position for a minimum of 6 months. Obvi- 
ously, speculation of this type is more likely to be based upon appraisal 
of long-term conditions of supply and demand, while speculation which 
involves getting in and out of the market within a period of a few 
days necessitates guessing on much more immediate and so-called 
technical conditions. 

Mr. Chairman, from our investigations we have drawn the following 
conclusions: 

1. Onion futures trading has accentuated short-term price move- 
ments in cash onions. 

2. The erratic price pattern in cash onions before futures trading 
suggests that futures trading has not been the dominant factor in the 
wide variations ia yearly-average prices. 

3. Substantial evidence has not been found to support a finding 
that the average crop-year prices received by farmers have been 
materially affected by futures trading. 

4. Hedging operations in onion futures have not played an 
important part in the distribution of onions. 

Senator Preview ay’ My question is: Do you think that S. 778 or 
a bill comparable to it, S. 1514, would be of benefit—I don’t say it 
would be a cure-all—but do you think it would be of help? 

Mr. Kaurrman. It certainly would eliminate the short-term price 
fluctuations in the futures market, if futures trading were abolished. 
We do not feel that it would have any substantial effect on the price 
received over a season by the producer. It certainly would eliminate 
the short-term gyrations. 

Senator Humpurey. Isn’t the present legislation, which puts these 
onions under futures trading operations, in the Commodity Ex- 
change—isn’t that sort of like legalizing gambling? 

Mr. Kavurrman. Well, some people would so consider it. Futures 
trading itself, of course, has been highly controversial for a great ma.y 
years. In recent decades, I think it has come to be better accepted 
than it was previously, 

Senator Humpurey. Because we have some regulations on it. 

Mr. Kavurrman. Yes. Starting back in 1884, of course, for the 
next 40 years, there were some 200 bills introduced in Congress to 
regulate or prohibit futures trading in one or more commodities. 
Then the Commodity Exchange Act, then known as the Grain Futures 
Act, was enacted in 1922, applying only to grain. In 1936 it was 
amended and extended to cotton, butter and eggs, mill feeds, and a few 
other commodities. Since then, other commodities have been added. 
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So that today there are some 23 commodities traded in for future 
delivery on the organized commodity exchanges under the jurisdiction 
of the Commodity Exchange Authority. Onions was the last com- 
modity added. And the Department of Agriculture was careful to 

oint out, in its report on the bill adding onions to the Commodity 
Fuchnnge Act, that the enactment of that measure, while it would 
place the Department in a position to ascertain the facts as to what 
actually takes place in the onion futures market, could not be expected 
to prevent the wide seasonal price swings that were traditional in the 
marketing of onio is. 

Senator Humpnrey. I remember that. I think that the Depart- 
ment was just sort of cautioning us that this was not to place the 
onions under future trading—not a cure-all—and what you are doing 
now is cautioning the producers and growers to say if this legislation 
passes, this is not necessarily going to take care of your problem either, 
is that correct? 

Mr. Kaurrman. That is correct; yes, sir. 

Senator Humpurey. And you say you attribute these price fluctua- 
tions prior to future trading to just the nature of the commodity. 

Mr. KaurrMan, Both prior and since, Mr. Chairman—the seasonal 
fluctuations, the price variations from year to year—they extend over 
a long period prior to futures trading, as well as since the advent 
of futures trading. 

Senator Humpurey. It would just seem to me that marketing 
agreements and marketing orders, if broadly applied, might have some 
beneficial effect here, rather than relying upon the regulations of the 
Commodity Exchange Authority or futures trading. I don’t know 
enough about it. All I know is that the letters I receive from people 
on this subject are filled with deep concern. The producers feel they 
are being taken for a ride. I must confess when I hear that a com- 
modity fluctuates in 3 weeks from $2.20 to $0.87, I just think somebody 
is just slicker than somebody else, but good. I am not a 16-year-old 
boy any longer. Somebody has just really taken somebody for a ride. 
I imagine for every dollar somebody earns in this business, somebody 
loses it; is that right? 

Mr. KaurrMman. That is generally true, if he is speculating. 

Senator Humpurey. Yes; that is what I mean. Do you know of 
any way you can stop that wildcat speculation in this onion business? 

Mr. Kaurrman. Well, the volume of trading has been reduced 
more than 50 percent. I was looking at some figures today. The 
volume of trading for April through July of this year is 50 percent less 
than it was in the comparable period last year. Effective September 
of 1956, the Commodity Exchange Commission, which is composed of 
the Secretaries of Agriculture and Commerce and the Attorney 
General, established limits on speculative holdings and speculative 
transactions of any individual, firm, corporation or association. 
And those limits, I think, have been largely responsible for reducing 
volume of speculation, and obviously speculative holdings. 

Senator Humpurey. If you had the authority to require 100 per- 
cent cash margins; would speculation be reduced? 

Mr. Kaurrman. I think it would eliminate trading entirely. That 
would be my guess, Mr. Chairman. The margin now is approximately 
36.5 percent of the market price on speculative transactions in onions. 
The margin, incidentally, is $300 per carlot. And I don’t think there 
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would be enough trading to justify operation of a market if there were 
100 percent margin. I think that would eliminate it automatically. 
sant Humpurey. Do any of your associates have anything to 
add? 

Mr. Kaurrman. They would be glad to answer any questions that 
you may have. 

Senator Humpurey. Well, I think the main questions that are 
involved here, from the committee’s point of view—and I think IT am 
properly reciting what was the view of the total committee when we 
discussed this about 2 weeks ago, when the hearings were set up— 
No. 1, would the legislation have any beneficial effect, with full recog- 
nition of what you have testified to; namely, that a couple of years 
ago when onions were placed on the futures trading operations, that 
the Department warned us that this might not be too helpful, except 
from an information point of view? 

So the first question is, Will the passage of this legislation have 
some beneficial effect? Your testimony is that in short-term—— 

Mr. Kaurrman. It will eliminate the short-term gyrations that 
frequently accompany speculative operations in futures. 

Senator Humpurey. My next point was, is there anything that can 
be done that will take out the rather sporadic price fluctuations which 
seem to characterize this industry? I gathered from your testimony 
that so far as you know, that removing it from the future tradings 
operations would not necessarily take away these sporadic price 
fluctuations. It might reduce it, but not take it away; is that correct? 

Mr. Kaurrman. I think it perhaps would reduce the short-term 
fluctuations. It would not substantially affect the average prices re- 
ceived over a season. 

Senator Humpurey. Does the development of cooperative market- 
ing BArarennn have a tendency to stabilize the price? 

Mr. Kaurrman,. I don’t know of any cooperatives that use the 
onion futures market. I don’t know of any. 

Senator Humpurey. Well, I believe I have no further questions to 
ask. I am very grateful to you for coming over here. 

Mr. KaurrmMan. Thank you very much, Mr. Chairman. It has 
been a pleasure. 

Senator Humpurey. Our next witness is Mr. Harris. Mr. Harris, 
I imagine you are the one who is going to set me right now. 

Mr. Harris. I hope to give you some facts, sir. 

Senator Humpurey. Thank you. I wish you would tell me why 
the price of onions goes up and down like a child’s fever. 


STATEMENT OF EVERETTE B. HARRIS, PRESIDENT, CHICAGO 
MERCANTILE EXCHANGE 


Mr. Harris. Senator Humphrey, my name is Everette B. Harris. 
I live at 4112 North Ashland, Park Ridge, a suburb of Chicago. I 
have been president of the Chicago Mercantile Exchange, a com- 
modity exchange, since June 1, 1953. For 4 years prior to June 1, 
1953, I was secretary of the Chicago Board of Trade, also a commodity 
exchange. 

Senator Humpurey. That is Mr. Liebenow’s organization? 

Mr. Harris. He is president. 

Senator Humpurey. He is a very fine man. 
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Mr. Harris. Yes; he is. 

The Chicago Mercantile Exchange, along with most of the other 
commodity exchanges, is supervised and regulated by the Commodity 
Exchange Authority of the United States Paneer of Agriculture, 
but has been under such supervision and regulation with regard to 
onions only since 1955. 

I do not profess to be an expert, but IT do know something about 
farmer problems and farmer viewpoint and also something about 
futures trading in commodities. I might further comment that I was 
brought up on a farm in southern Illinois, a farm which has been in 
the family for more than 100 years. After finishing college at the 
University of Illinois, I worked 3 years in the United States Depart- 
ment of Agriculture. Later I taught economics at DePaul University 
and the University of Chicago before going with the Chicago Board 
of Trade. 

I want to say at this point that while we do appreciate your taking 
vour time to come here and have these hearings, that we want to feel, 
sir, that it is not a mere procedure. Our opposition has said that 
these hearings are just a procedure. It is no setback to their cause, 
in their caltenval literature. And I want to feel, and I do feel, you 
are sincerely going to listen to both sides of this story, that the com- 
mittee is going to listen to both sides of this story, and I assure you 
that if you will talk with Congressman McIntire, who is here today, 
and has an intense interest in this, he will tell you there are two sides 
to this story. 

Senator HumpHrey. I want you to know that the reason the hearing 
was set up is because the committee did feel there are two sides of the 
story and both sides ought to be obtained. That was made quite 
clear. The full committee, rather than acting upon this on the basis 
of the correspondence we had, and the interest that has been demon- 
strated by many Members of Congress, determined that because of 
the controversial nature of this subject matter, and because of the 
lack of information that we felt we had, that hearings should be held, 
and I want to assure you that the hearing record will be studied very 
carefully and made available both verbatim and in summary to every 
member of the committee. 

Mr. Harris. Thank you, sir. That is very encouraging. 

So far as futures trading in onions is concerned, the Chicago Mer- 
cantile Exchange stands today in a most unusual, and somewhat 
bewildering, position. Perhaps you are familiar with the background 
of this controversy over onion trading, but if you are not, I feel it 
would help clarify this entire matter to relate it briefly. 

For some time now futures trading has been under attack by some 
producers, who have blamed it for price decreases in onions. Futures 
trading in potatoes also has been assailed, and in this case two price 
drops have been blamed on trading. 

In 1956 extensive hearings were held before a House Agriculture 
subcommittee, headed by Representative Grant of Alabama, on bills 
which proposed to abolish futures trading in both onions and potatoes. 

The House Agricultural Subcommittee did not approve either 
bill. It did issue a report critical of exchange operations. In effect, 
this report urged changes intended to improve the operations of both 
onion and potatoes trading, indicating that if this were not done the 
House Committee on Agriculture might consider and approve legisla- 
tion prohibiting futures trading in both commodities. 
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While there was much in this report with which we did not agree, 
we could endorse the general aim. Therefore, we took the suggestions 
very seriously and made a conscientious effort to do what the House 
subcommittee recommended. I will detail the changes later, but 
first let me say that the futures trading in onions for the 1956-57 
ocnnen began with everyone, friends and critics alike, watching very 
closely. 

Because of all this controversy and attention, it was like living in a 
fish bow], believe me, sir. 

Senator Humpnrey. I believe it was to these regulations that Mr. 
Baldwin referred earlier. He said that you had made some construc- 
tive regulations and improvements. 

Mr. Harris. That he did, sir, and we did. 

Prices fluctuated very little until after mid-January 1957. Then 
they began to rise. They reached a high of $2.20 per 50-pound sack 
on February 4, 1957. The market soon began to fall, and March 
futures reached a low of 85 cents on March 6, 1957. Afterward the 
market rose again, and prices have been fairly stable since. 

Now, these extreme prices that I mentioned here lasted only for 
minutes. The 85-cent thing was just like if you had General Motors 
stock one time during the day it might fall 3 points and then 
recover and close elsewhere. In 1 day, as I recall, it made an 85-cent 
price, came back and closed at 87, and within days was stabilized 
again. 

In the House hearings we went into very great detail, statistically 
and otherwise, to explain what happened. We are not going to 
duplicate that here today. 

The fluctuations almost immediately were seized upon by critics as 
an excuse to abolish futures trading in onions, and bills to that effect 
were introduced. The Commodity Exchange Authority of the 
Department of Agriculture also began an inquiry into the fluctuations 
in the January—March 1957 period. 

Very anxiously we awaited the report of the CEA. If that agency 
reported that price fluctuations in January—March 1957 were in any 
way the fault of the Chicago Mercantile Exchange, it would be 
obvious that the changes recommended by the subcommittee had not 
prevented the futures market from being manipulated. 

If the CEA report had blamed the exchanges, we feared that the 
House Agriculture Committee might report out a bill which proposed 
to abolish futures trading. 

The CEA report was issued April 10, 1957. It cleared the exchange 
of any blame in connection with the January—February price changes 
in onions. This is what the CEA said in its Summary and Conclusions: 

1. The wide price swings in the onion futures market which took place from 
mid-January 1957 through March appear to have been the result of heavy specula- 
tive activity involving a substantial number of accounts with no concentration 
of trading or positions of a type which would warrant a conclusion of market ma- 
nipulation. 

Senator Humpnrey. That again was the testimony of Mr. Kauff- 
man. I don’t believe there has been any charge made before this 
subcommittee or the full committee—and I repeat again the full 





committee spent a considerable time in a general discussion of this—as 
to market manipulation. There was some talk about the possibility, 
but there was no evidence that had been obtained up to that point, at 
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least, by the Department of Agriculture or through individual 
Members of Congress, which would verify or draw a conclusion of 
market manipulation. 

Mr. Harris. Meanwhile, hearings once again were scheduled on 
bills to abolish futures trading in onions before a House Agriculture 
subcommittee, headed by Representative Grant of Alabama, although 
the makeup of the subcommittee was different from the subcommittee 
which held hearings the previous years. The hearings were scheduled 
for May 1, 2, and 3. 

We faced them confidently. We had changed our operations to 
conform with the subcommittee’s suggestions. There had been price 
fluctuations, and an agency of the Department of Agriculture had 
gone into the matter in detail and had said we were not at fault. 

Furthermore, we had many grower witnesses, as we have today, 
waiting to tell the House Agriculture subcommittee that they used 
the Chicago Mercantile Exchange to hedge their operations; that 
they had benefited from the exchange and wanted futures trading 
continued. This testimony is a part of the House record. 

If, we reasoned, a House subcommittee had gone into this whole 
quest ion the year before, and had acquitted us of any blame, why, 
most certainly we had no reason for fear. 

Some of us even expected a report from the House subcommittee 


which would praise us for our ready cooperation and for our clean 
record, 


That shows how wrong one can be. 

The critics of futures trading introduced no new facts or evidence 
at the hearings on May 1, 2, and 3. They simply repeated their 
belief that futures trading depressed the prices of onions. 

However, one very signific ant fact developed at the hearings in 
May. It dev eloped ‘that the Agricultural Economics Division of the 
United States Department of Agri iculture had made a study of onion 
price fluctuations in the 192: 2-55 period. 

I would like to submit a copy of this report for committee use. 

Senator Humpurey. Yes, indeed. Thank you very much. 

Mr. Harris. One of the economists who helped make this study, 
William Simmons, a Department employee, testified and discussed 
the study. The heart of it is contained in a short statement: 

Price variability is best measured in short-time periods, such as month to 
month, or, if feasible, on a week-to-week basis. Of price variability data herein 
measured, the month-to-month changes in cash prices of onions in the 1930-40 
period and 1947-55 period are probably the most valuable. This analysis 
showed that a significantly greater average month-to-month variation occurred 
in the 1930-40 period than in the 1947—55 period. 

This statement needs some interpretation. Futures trading in 
onions began on the Chicago Mercantile Exchange in 1942, but because 
of wartime conditions trading did not begin in volume until after the 
war. The OPA restrictions were off, and so forth. 

Thus the report says that price fluctuations in onions on a month- 
to-month basis were ‘significantly greater’ in the 1930-40 period—a 
period when there was no futures trading in onions 
1947-55 period of futures trading. 

Senator Humpurey. This is the period, also, in which you are 
not under regulation. I mean, there was futures trading, but not 
under the Commodity Exchange Act. 
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Mr. Harris. Of course, no one contends it has been worse under 
regulation than it was before. 

Senator Humpurey. No. I just wanted to note that for the record. 

Mr. Harris. I want to digress for just a second to say I realize 
this is in almost direct conflict with the testimony given by the CEA 
here today. I have great respect for Mr. Kauffman and for all the 
people in the CEA. I realize the position they are in. They are 
primarily a policing agency. Iam sure that having lived with futures 
trading as they have since about 1922, that they have developed a 
staff of competent economists who can analyze these things. feel 
that they have been subjected to a great deal of pressure over a 
period of 3 or 4 years. I know they have been. 

They have had telephone calls, not only from organizations like 
the National Onion Association—they have been attacked by them 
after prior hearings where their testimony, in my opinion, was more 
temperate. And they have had many, many contacts from Members 
of Congress who favor this bill. 

At this time I do not want to attempt to refute anything that was 
said here by the CEA. But I would like to have time to analyze 
their statement, sir, and to submit a supplementary statement later. 

Senator Humpurey. How much time do you want on that? 

Mr. Harris. Two or three days. 

Senator Humpurey. That will be fine. The reason I say this is 
that we would like to take some action one way or the other on this 
from a committee point of view, at least, in this session of Congress. 

Mr. Harris. We would like to see it settled one way or another, 
too, sir. 

(The statement referred to above is as follows:) 


Curcaago, Iuu., August 19, 1957. 
Hon. Husert H. Humpurey, 
Chairman, Subcommittee on Agricultural Research and General Legislation, 
Senate Office Building, Washington, D. C 


Dear SENATOR: While a witness before your subcommittee on August 12, at 
a hearing on a bill to abolish futures trading in onions, I asked permission to 
submit a memorandum commenting on the testimony of Rodger R. Kauffman, 
pamee he of the Commodity Exchange Authority. The memorandum 
ollows: 

The testimony of Rodger R. Kauffman, Administrator of the Commodity 
Exchange Authority of the Department of Agriculture, before a Senate Agri- 
culture subcommittee, is subject to misinterpretation and contains statements 
which, unintentionally or otherwise, seem to reflect upon all commodity futures 
markets, the stock exchanges and, in fact, almost all speculation of whatever 
nature. 

In the first place, the function of a commodity futures exchange should be 
clearly understood if the proposal to abolish futures trading in onions and the 
testimony bearing on this proposal are to be seen in their proper perspective. 

In this connection, it most emphatically is not the function of a futures ex- 
change to control prices for the commodity, or commodities, traded in upon 
the exchange. 

The primary purposes of the futures market for a commodity are twofold in 
character: 

1. To furnish, through hedging, price insurance for growers, processors, and 
others who wish to lessen the risks attendant upon price changes in the market. 

2. To furnish price, statistical, and other information which will give those 
who use the markets and those in the industry a clearer view of prices and other 
prospects for the future. 

We are much concerned over the apparent disposition of some producers and 
others to consider price decreases in an agricultural commodity an evil per se and 
who seek a public trial of some organization, or organizations, when sharp price 
declines in the commodity do occur. 
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In the case of onions, the organization placed on trial because of price declines 
in that commodity during the past few years has been the Chicago Mercantile 
Exchange, where most of the futures trading in onions occurs. 

In the case of potatoes, is has been the New York Mercantile Exchange. 

For example, the onion price fluctuations in February 1957 were followed by 
demands for the abolition of all futures trading in the product, and these continued 
despite a later report by the Commodity Exchange Authority which said that 
manipulation and abuses of trading on the Chicago Exchange were not responsible 
for the price changes in question. 

The continuation of the inquiries might have been due in part to language in 
the CEA report, which could be taken as questioning the value to the onion in- 
dustry of the onion futures market. Unfortunately, similar language is contained 
in the testimony of Mr. Kauffman before the Senate Agriculture subcommittee. 

Mr. Kauffman cites examples of substantial price changes in onions in 1950, 
1951, and 1956 and states: 

‘Price movements of this sort cannot be attributed to supply and demand and 
force the conclusion that speculation, and in some instances manipulation, has 
been a dominant factor.” 

In proof of the charge of manipulation, Mr. Kauffman cites the issuance of a 
complaint by his agency against two individuals and a corporation, charging 
manipulation of the market during the period from November 1955 to March 
1956. 

The final adjudication of this complaint has not been made, and we submit 
that a charge of manipulation by the CEA is not considered prima facie evidence 
of the accuracy of the complaint. 

Futures trading in onions was not under the supervision of the CEA prior to 
September 1955, and in all fairness, the CEA should not have inferred that the 
price changes in 1950 and 1951 were the result of manipulation without some 
evidence to support its charges. For one of the charges against the exchange is 
that it has been used systematically by manipulators who sought lower prices. 
Testimony from the CEA in apparent support of such charges obviously is most 
damaging to the onion-futures market. 

The statements about manipulation by Mr. Kauffman and statements by the 
same witness about speculation were followed by sharp criticism of the Chicago 
Mercantile Exchange by you. 

After Mr. Kauffman said: 

“The highly speculative nature of the onion futures market probably arises 
primarily from the wide price movements characteristic of this commodity. Wide 
and rapid price swings attract speculation, which at times further widens these 
swings, thus attracting more speculation. The speculative fever continues until 
the individual speculators have either lost their money or made enough to satisfy 
them for the time being.” 

You then said: 

“You don’t mind my saying I think that is a devil of a way to run a business, 
do you? It is like the fellow running the railroad. Two trains are coming head 
on and hit, and they have a big investigation. They question one fellow and he 
says, ‘That is a heck of a way to run a railroad.’ And | want to say with equal 
candor, when somebody can say, ‘This speculative fever continues until the 
individual speculators have either lost their money or made enough to satisfy 
them for the time being,’ it shows that somebody has holes in his head * * * [I 
would not call this business. There are some games that are not exactly legiti- 
mate in most places where. you do these sort of things, like poker, crap games, 
roulette wheels, where you either lose all your money or make enough to satisfy 
your appetite, one or the other.” 

We would hasten to add at this point that we are not criticising you for your 
statement. It came at a time when you had not heard any testimony on behalf 
of the exchange. We are grateful for the fact that you patiently heard all the 
witnesses in the case. You also asked most penetrating questions and made most 
pertinent comments after you had heard testimony on both sides. 

In making the inference that the onion-price fluctuations referred to in his 
testimony could not have been the result of supply and demand conditions, 
Mr. Kauffman has overlooked the fact that price fluctuations just as drastic as 
those he cites have taken place in other commodities since 1950 where there was 
no futures market. 

It is a well-known fact that the prices for commodities like tomatoes, oranges, 
and other citrus fruits, peaches, apples, lettuce, spinach, asparagus, and many 
other fruits and vegetables have varied as much or more than onion prices since 
1950. Since there was no futures market, speculation on a commodity exchange 
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could not have affected the price swings in the fruits and vegetables mentioned. 
In many cases, the commodities were dumped since the market price would not 
pay the cost of harvesting. 

As a matter of fact, price fluctuations in onions on a scale equal to, or greater 
than, the changes referred to by Mr. Kauffman have occurred in the period prior 
to futures trading. Chester W. Kempley, onion producer of Montello, Wis., 
testified before your subcommittee on August 12 that prices averaged $1.01 per 
50-pound sack of onions in 1931 and fell to 27 cents per bag the next year. Many 
similar examples before futures trading could be cited, and it would be interesting 
to know whether the CEA would say these could not be accounted for by the law 
of supply and demand. 

What is the inference to be drawn from these situations? Was there manipula- 
tion in the cash markets, or, what is more likely, are not sharp price fluctuations 
characteristic of some commodities, whether there is a futures market for them or 
not; and, in fact, are not sharp price fluctuations within relatively short periods 
characteristic of all agricultural commodities whose prices are not controlled in 
large part by price supports or other governmental operations? 

In answer to questions, Mr. Kauffman stated that elimination of futures trading 
would eliminate “‘short-term gyrations” in the onion market. In his view, futures 
trading in onions accentuates short-term price fluctuations. 

He gives no data in support of such an assertion other than that “wide and 
rapid price swings attract speculation which at times further widens these swings, 
thus attracting more speculation.” 

Might it not be argued that a sharp rise in the market attracts speculators who 
feel that prices are too high and who sell onion futures, thus tending to counteract 
the price increases? The reverse also could be argued-—that price declines attract 
speculators who feel that prices have gone too low and who buy in anticipation of 
expected price rises. 

If the CEA point of view is taken, to wit, that speculation attracts speculation, 
thereby emphasizing upturns and downswings in the market, what is there to 
keep every substantial price change in the onion market from going to inordinate 
lengths? Mr. Kauffman, as has been cited, disposes of this question by saying 
that the speculative fever continues until the individual speculators have either 
lost their money or made enough to satisfy them for the time being. 

This reasoning does not, we submit, coincide with the statement that speculation 
attracts more speculation since, as some speculators lost their money, others 
would come forward, or as some made enough to satisfy them for the time being, 
new speculators would want more profits. 

It is highly significant, we think, that the CEA overlooks, or ignores, the only 
real evidence on this matter, which is a study by the Agricultural Economics 
Division of the United States Department of Agriculture of onion-price fluctuations 
in the 1922-55 period. This study already has been inserted in the record of 
the hearing and is available for study by the subcommittee and full committee. 

The study flatly states that the month-to-month variation in the price of onions 
in the 1930—40 period, a period of no futures trading, was significantly greater 
than in the 1947—55 period, a period of futures trading. As we interpret it, the 
study also states flatly that futures trading has had a stabilizing effect on onion 

rices. 
* It is true that the CEA refers to short-term fluctuations when it says that 
futures trading accentuates price changes, but we do not see how futures trading 
could accentuate short-term price swings and yet stabilize prices on a month-to- 
month and year-to-year basis. There seems a fundamental contradiction between 
the testimony of the Agricultural Economies Division of the United States De- 
partment of Agriculture and that of the CEA. 

The Agricultural Economics Division now is engaged in a study and evaluation 
of the potato futures market and the onion futures market and, in the light of the 
existing controversy, it will be extremely interesting to learn the conclusions of 
the study and to examine the data in support of the conclusions. 

And, with reference to the CEA testimony, if futures trading in onions accen- 
tuates short-term price changes and therefore is undesirable, the same thing is 
true of futures trading in every commodity where trading is not hampered by 
price supports or other government operations. 

In other words, if the CEA testimony referred to is critical of the onion futures 
market, it at the same time is critical of every other commodity futures market. 

Mr. Kauffman also draws a fundamental distinction between onions, which he 
terms a perishable commodity, and other commodities such as cotton, wheat, etc., 
so far as futures trading is concerned. His view is that speculation in the less 
perishable commodities is more long time in nature than in onions. Some of the 
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traders in the less perishable commodities, he says, time their trading so as to 
get the benefit of the capital gains net tax provision, which necessitates holding a 
position for a minimum of 6 months. Mr. Kauffman also states that speculation 
in the less perishable commodities is more likely to be based on appraisal of long- 
term conditions of supply and demand; speculation in a commodity like onions 
on more immediate conditions. 

In line with this attitude, one of the strongest arguments made against futures 
trading in onions has been that such trading simply is not adapted to a perishable 
commodity like onions. 

Aside from the fact that onions are a semiperishable commodity and can be 
stored over a period of several months, the reasons why such a market cannot 
function satisfactorily have never been explained. Actually, an onion futures 
market does fulfill the primary function of such a market; that is, price and 
statistical information and price insurance, through hedging. Why kill it because 
of a theory? 

Someone must take the risks attendant upon the production and harvesting 
of onions, a commodity whose prices are highly volatile. The costs in producing 
onions are high—actual growing costs being estimated by some producers at 
$200 an acre and above. In the record of the hearing before your subcommittee, 
there is testimony that many growers use the futures market to protect them- 
selves. For example, Mr. Kempley estimates that fully 50 percent of Wisconsin’s 
onion production is hedged. 

The CEA says, in substance, that the average producer is not equipped to 
hedge directly in the futures market. No definition of the average producer is 
given. Nor are any reasons given for taking away the protection of the market 
from the producers who do use it to safeguard their operations. Nor is there 
any appraisal of the possibility of educating the producers so that more of them 
can hedge in the onion futures market in order to put their operations on a more 
orderly and profitable basis. 

The onion futures market has been under attack for the past several years 
by producers and others who blamed all their misfortunes on the market. In 
times past, such campaigns have been conducted against other futures market. 
More than 200 bills to abolish futures trading in other agricultural commodities 
have been introduced in the Congress, but not one passed. Instead, the Congress: 
chose the way of regulation and supervision in an effort to eliminate any abuses 
of futures trading and to keep the good features of the commodity exchanges. 
In the case of onions, the Commodity Exchange Authority was given supervision 
of the futures market as late as Spetember 1955. Since that time many changes 
have been made by the Chicago Mercantile Exchange and the CEA in an effort 
to improve the operations of the onion market. Admittedly, not enough time 
has elapsed for these changes to be fully felt. We feel that it is unfortunate that 
the CEA did not stress this fact more and that its testimony left impressions 
which are used by those who wish to take the drastic and unprecedented step of 
killing completely the futures market. 

Sincerely, 
Everetre B. Harris, 
President, Chicago Mercantile Exchange. 


Mr. Harris. As I understand it, the opponents of futures trading 
in onions do not contend that, over any period of time, such trading 
affects the price of onions. They realize that demand stays pretty 
much the same. In other words, the price of onions does not affect 
consumption to any extent. It does to some, of course. The house- 
wife buys about the same quantity. But production does have a 
very great effect on price. If there is a shortage, prices shoot up, 
and if there is an oversupply, prices fall rapidly. 

This is true of many similar crops, some of which are not under 
futures trading. 

Our opponents say that futures trading in onions accentuates the 
upswings and downswings in onion prices, and in particular they 
charge that speculators manipulate the market to depress prices. If 
they felt that all the attempts at manipulation were designed to 


raise prices, I doubt that we would hear any complaints from the 
growers. 
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But the study by the United States Department of Agriculture 
clearly indicates that, on a month-to-month basis, prices of onions 
were most stable in a 10-year period during futures trading rather 
than in a 10-year period in which there was no futures trading. 

The subcommittee which held hearings in 1956, the first hearings, 
said that successful attempts had been made to manipulate the 
futures market in both onions and potatoes. They cited one instance 
in onions in which some Chicago individuals and an Illinois firm were 
charged by the CEA with cornering the cash market in onions in 
the spring of 1956. 

The report of the subcommittee said: 

It is encouraging to note that since the hearings on futures trading have been 
concluded, the New York Mercantile Exchange has moved affirmatively to place 
some restrictions on speculative lines in that market for Maine potatoes. The 
Commodity Exchange Authority (CEA) has announced controls on speculative 
lines with respect to onions futures, and it is hoped that the mercantile exchanges 
will move constructively and affirmatively to establish other restrictions on 
trading which will eliminate the opportunities for abuses. 

The Chicago Mercantile Exchange, in line with the subcommittee’s 
suggestions, made every change in our regulations which we thought 
would contribute to market stability and more constructive exchange 
operations. As a matter of fact, we made some changes which we 
thought were questionable, so far as practicality was concerned, but 
we wanted to cooperate to the fullest. 

With one exception, we adopted all the suggestions of the National 
Onion Association, which is the primary force behind the demand for 
the abolition of futures trading in onions. Incidentally, this sugges- 
tion was that we stop all futures trading in onions and go out of 
business. 

The changes in the exchange’s rules for futures trading in onions 
during the 1956-57 crop year (year ending March 25, 1957) are as 
follows: 

1. Speculative limits: November 200 contracts; January, 150; 
February, 100; March, 100; with an overall total limitation for all 
months of 300 cars. There were no limits previously. 

2. Onions with 3 and 4 percent decay will no longer be deliverable 
on any contract. 

We thought that would keep poor-quality onions from being 
delivered and help the price. 

3. Cold-storage onions in Chicago will be deliverable only at a 
discount of 25 cents per bag. We interpret the rule which states, ‘in 
refrigerator cars on team track in Chicago” to mean that onions once 
stored in the Chicago district may not be removed from storage for the 
purpose of redelivery on track. 

And it had been thought that may have caused some difficulties 
earlier. 

4, Onions placed on track must be inspected and delivered within 
5 business days. No more than 5 business days shall elapse between 
any subsequent delivery. Any business day on which the United 
States Department of Agriculture is not inspecting shall be excepted. 

These are not all the changes. Others which are effective on the 
1957-58 crop year (ending Mar. 14, 1958) or late in March, are as 
follows: 
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1. Opening of November 1958, onion contract deferred: The ques- 
tion of trading in onions for November 1958, deliveries was deferred 
to May 1, 1958. 

2. Daily fluctuation limit—onion contracts: Effective April 1, 1957, 
the daily fluctuation limit on onion contracts was reduced from 50 
cents to 35 cents per bag. 

Within the past few days we have formulated a rule that after 
October 15, a man who has a short hedge position must have the 
actual onions through March 15, or through the end of March trading. 
The reason we did that is there is a loophole in the CEA Act, no fault 
of Mr. Kauffman or his agency, but the law is so written that it says 
a man may hedge any crop which he anticipates planting within the 
next 12 months. 

And I presume when this rule was formulated, they were thinking 
of some other crop. In the case of onions, your crop year, your 
marketing year, ends, for northern-grown onions, about the end of 
March or a little later. So there was this loophole, where a man 
could have come in with a short position in excess of his actual onions 
and tended to depress the market. When we discussed that with the 
CEA, they felt to get it changed even with regard to onions would be 
too burdensome in the present Congress, so we immediately moved 
to make a rule of our own, which we intend to enforce. 

Senator Humpurey. As I understand it, these more recent regula- 
tions, or rules, on the bottom of page 6, are now just going into effect? 

Mr. Harris. That is right. 

Senator Humpnrey. You feel that these will have some beneficial 
effect upon market conditions? 

Mr. Harris. If excessive speculation—I don’t know what excessive 
is—but it is a term to be defined like anything else—but if a large 
quantity of speculation be an evil thing, these rules have apparently 
tended not only to stabilize the price, as Mr. Kauffman stated, in 
recent months, but have tended also to cut our volume of speculation. 
I think the evidence is very clear on that. 

In addition, the CEA tightened up the speculative limits for trad- 
ing to 100 contracts in any 1 month and an overall limit of 200 con- 
tracts, which is a very stringent limitation. 

Senator Humpurey. When did that go into effect? 

Mr. Harris. Just in recent months. 

Once upon a time it was common practice for the producers of com- 
modities which were traded in on the commodity exchanges to blame 
the exchanges for price declines of their crops. 

As futures trading developed in the late 1800’s, so did the feeling 
among growers that the trading itself caused and contributed to price 
decreases for their commodities. 

Beginning in the 1880’s there was a veritable rash of bills which 
were intended to destroy the futures markets. Extensive hearings 
were held and the matter debated but, despite the strong views held 
by some growers, the Congress invariably decided against the aboli- 
tion of futures trading. All in all, approximately 200 bills to kill all 
futures trading, or trading in one or more commodities, were intro- 
duced. 

With the passage of the Grain Futures Act in 1922 and similar legis- 
lation later on which supervised and regulated futures trading, some of 
the demand for the death of the markets diminished. However, as 
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late as the 69th Congress, a bill by Senator Caraway, of Arkansas, to 
prohibit the sale of cotton and grain in futures market was reported by 
the Senate Agriculture Committee. It failed of passage, and in the 


minority report Senator Joseph E. Ransdell, of Louisiana, protested the 
bill as follows: 


It is destructive but not constructive. It would destroy a system which has 
been in general use by the business world for more than half a century, but offers 


nothing in its place. 

Sir, if there is a law ever passed against futures trading in onions, I 
know of no substitute which is going to give the onion growers any 
price support of any kind, or any hedging opportunities such as do 
exist for other crops, as you know. 

The minority report also stated that the Caraway bill, S. 454, was— 
merely a revamping of many similar bills that have gone into the legislative hopper 
since the 48th Congress, only to receive the invariable stamp of congressional 
disapproval. 

At the risk of repetition, let me again try to state our situation as we 
see it: 

1. Onion futures trading was not placed under CEA supervision 
until September 24, 1955, and when hearings were held before a House 
subcommittee in 1956, Federal regulation had not had a chance to 
demonstrate its effectiveness. 

2. The House Agriculture Subcommittee which held hearings in 
1956 told the Chicago Mercantile Exchange to make changes de- 
signed to improve exchange operations, which the exchange did forth- 
with. 

3. Onion price fluctuations in early 1957 were followed by renewed 
demands for the abolition of futures trading in onions on the grounds 
that abuses on the exchange were responsible for the price changes. 
But the CEA said the exchange was not at fault. 

Does anyone contend that the abolition of futures trading will end 
price fluctuations in onions? Not even the most violent foes of the 
exchanges say anything like that. Onion prices have always fluctu- 
ated sharply: As I have pointed out, the fluctuations prior to futures 
trading were greater than the fluctuations after futures trading. 

Moreover, the record shows that growers and many others use the 
onion futures market, benefit by its use, and want to keep it. 

Why then the furious drive to abolish futures trading in onions? 

Il think some of the growers are sincere in believing that futures 
trading hurts them. The majority of them believe that way, | am 
positive. This belief once was widely held by cotton farmers about the 
futures market in their product, by wheat farmers about the wheat 
market, and by other farmers. 

As time went by, the farmers learned that their futures market 
helped them. Legislation was enacted to regulate futures trading in 
the best interests of all concerned, and the exchanges improved their 
operations also. 

The Congress refused to listen to the extremists in the past who 
wanted to destroy futures trading. They took the view that abuses 
should be eliminated, but that it would be unwise to take the radical 
and unprecedented step of destroying a free market. 

Some of the effort to destroy the futures market in onions comes, in 
my opinion, as a result of the effort by the National Onion Association 
to build its membership through the issue. The association has com- 
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paratively few dues paying members and, as I see it, does not truly 
represent the onion producers and the onion industry. 

But it has seized upon abolition of futures trading in onions as its 
big talking point, and its campaign against the futures market has 
been hysterical. In the interests of time, I will not go into detail, but 
I ean back my statements with particulars, and I did so in the House 
hearings. 

I want to say here that in the House hearings, I personally fee that 
I did not make a personal attack against Mr. Baldwin. I think very 
highly of him. I am distressed today to hear of his great misfortune. 
At that time, however, I felt obliged to point out in the record, and I 
have no intention of doing it here today, but feel since it has been 
injected, that I must defend myself from having engaged in any 
character assassination. 

I certainly do not want to be attacked personally because I represent 
the exchange, and I don’t think Mr. Baldwin ought to be attacked. 
I think we ought to have courtesy in that matter. I did not attack 
him personally. I did explain something about his position in the 
onion market, and I am sure this is what he referred to. 

I said at that time: 


And also, it may be that some persons who are trying to kill futures trading 
think they stand to gain by a return to a system where a comparatively few 
persons had a powerful influence on onion prices. 

I am not saying that Mr. Baldwin, the president of the National Onion Associa- 
tion, is one of these men. However, he is reliably reported as having said at a 
meeting in Chicago in December 1955, that there was a time when a few people 
could get together, make a few phone calls and put the market up 50 cents a bag 
overnight. This was before futures trading. his was the good old days. Mr. 
Baldwin, through the phone calls, might always work to raise the price of onions. 
So far as I can prove, he has never worked against what he considered producer 
interest except by advocating the abolition of their futures market. But if the 
onion market can be increased 50 cents a bag overnight by a few phone calls—in 


the absence of a futures market—it also can be lowered 50 cents a bag by a few 
calls overnight. 


I went on to say that Mr. Baldwin admitted that he made a deal 
with the defendants in 1955, the defendants in the CEA docket 73, 
that he engaged with them in an effort to manipulate market prices 


and that other members of the National Onion Association were with 
him in the matter. 


In a hearing on the case in December 1956, Douglas B. Bagnell, Deputy 
Administrator of the Commodity Exchange Authority, testified that on May 1, 
1956, he asked Mr. Baldwin about some trading in onions in which Mr. Baldwin 
took part, and Mr. Bagnell testified as follows: ‘“Mr. Baldwin replied’’—and I 
think these are his words: “I have been mixed up in a slimy deal; what are you 
going to do to me?”’ 

Mr. Baldwin also admits that he took part in a deal back in 1954 similar to that 
he engaged in during 1955. 

It is true that Mr. Baldwin and other associates in the National Onion Associa- 
tion were trying to raise onion prices, or at least to keep them from declining. 

Incidentally, Mr. Baldwin was given immunity in regard to that 
testimony in a case which is still pending. 

Senator Humpnrey. Your argument is that because of the nature 
of this crop, a limited number of producers can get together and raise 
prices, or, as you have indicated, can either raise or lower the cost of 
their dominant position in the market. Is that correct? 

Mr. Harris. Not so much the growers, sir. Onions are a unique 
industry. They have a difference from other industries, just as 
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individuals have individual differences. But I contend the funda- 
mentals are the same. In the case of onions, there are the grower- 
shippers who, in the good days, bought at harvest times, took the 
financial risk, stored the onions, and if later on it was a short crop, 
they properly profited very handsomely from it; if there was an 
oversupply, they might have to dump onions at the end of the year. 
Dumping onions, like dumping oranges, incidentally, is not uncommon 
in the past. But again, nothing personal was meant by my remarks 
then or now. I have a very high regard for Mr. Baldwin as an indi- 
vidual, and I am sure we will be friends for many years to come. 

But, someone says, the value of the futures market in onions has 
been questioned. Does it serve a constructive purpose? 

I feel that in all markets and all American business the proof of 
the pudding is in the eating. The real tests of the futures market 
as we see it is: Does it work? 

_ Senator Humpnrey. | agree with that. I am not opposed to the 
futures trading as such. I just did not see what value it had in 
onions. Maybe you ean prove it to me. 

Mr. Harris. | am going to try hard. 

Senator Humpurey. I am open-minded about it. 

Mr. Harris. Are there amulet, some who hedge and some who 
speculate? In the past, efforts to initiate a futures market for quite 
a few commodities and products have failed. There simply was no 
need for such a market. The onion market meets the test. 

Sometimes, as in the case of apples, there apparently is no need 
for such a market. I submit there has been more hedging by growers 
than any other existing futures market in America today. ‘The argu- 
ment that the processors do not hedge is only supported by the fact 
that there are relatively few processors in onions. In the case of 
grain, you know, of course, very well how it runs through processors’ 
hands and is hedged and the hedge is lifted. In the case of onions, 
they go almost directly for the main part from production into con- 
sumption. Of course, some are processed. Campbell’s Soup does 
have some market activities, but very few. 

It is true that onions are a semiperishable commodity, but someone 
must take the risk involved in producing and marketing the crop. If 
we abolish the futures market, there will still be futures trading in 
onions. In effect, there has to be for the product to be grown, 
harvested, and sold. Only without the futures market, growers and 
processors will be denied the privilege of hedging and thus protecting 
themselves against the unknown future. The onion industry will be 
denied the price information and other data which the futures market 
now gives. 

A farmer can look in the paper and see what onion futures closed 
at. So it is very difficult for a shipper or any other man from town 
to come out and tell the farmer otherwise, as he can see the same in- 
formation for grain, cotton and whatnot. The price information 
cannot be and is not misrepresented. Undoubtedly there are rumors 
that go out from the market, as there are rumors going out from 
Congress as to what is going to happen or not. Sometimes they are 
true or false. 

Senator Humpurey. I hope it is not quite that bad. 

Mr. Harris. I don’t think it is. 

Now, I have a list here I received from New York, just by coinci- 
dence, a few days ago—it went to many other people—from the 
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Association of Commodity Exchange Firms, and it lists 156 futures 
contracts covering 53 commodities that are traded in various parts 


of the country. I am going to put it in the record, if I may, but I 
would like to read a few of them. 

Coffee, of course, is traded in Germany, France, the Netherlands, 
Portugal, and in New York. Copra in the Netherlands. Lard, a 
perishable commodity, on the Chicago Board of Trade. Eggs, flax, 
lead, linseed oil, millfeeds, platinum, pepper—and, interestingly, red 
beans is traded in 5 foreign exchanges, strmg beans in 1. 

Senator Humpurey. In one foreign exchange? 

Mr. Harris. Yes. Tallow, in New York. Fifty-three commodi- 
ties in one hundred and fifty-six futures contracts. 

Senator Humpurey. We will make that a part of the record, and 
also the statistical analysis of price variability. 

(The documents are as follows:) 


ASSOCIATION OF Commopity ExcHANGE Frrs, Inc. 
New York 4, N. Y. 
From material in the association’s library we came across this tabulation 
compiled by the International Chamber of Commerce. Not all these markets 
are active but we thought it might be of interest to some of our members. One 
hundred and fifty-six futures contracts are listed, covering fifty-three commodities. 


Futures MARKETS OF THE WorLD (Juty 1956) 


Apples: Chicago Mercantile Exchange, Chicago 
Barley: 
Winnipeg Grain Exchange, Winnipeg 
London Corn Trade Association, London 
Chicago Board of Trade, Chicago 
San Francisco Grain Exchange, San Francisco 
Bran: 
Borsa Merci di Milano, Italy 
Kansas City Board of Trade, Kansas City 
Burlap: New York Commodity Exchange, Inc., New York 
Butter: 
Canadian Commodity Exchange, Montreal 
Chicago Mercantile Exchange, Chicago 
New York Mercantile Exchange, New York 
Cocoa: 
London Cocoa Terminal Market Association, London 
N. V. Amsterdamsche Liquidatiekas, Amsterdam 
Bourses de Lisbonne et Porto, Portugal 
New York Cocoa Exchange, New York 
Cocoons: 
Maebashi Exchange, Maebashi, Japan 
Tovahashi Exchange, Toyahashi, Japan 
Coffee: 
Hamburger Markt, Hamburg, Germany 
Marche a terme du Cafe du Havre, Le Harve, France 
N. V. Amsterdamsche Liquidatiekas, Amsterdam, Netherlands 
N. V. Rotterdamsche Liquidatiekas, Rotterdam, Netherlands 
Bourses de Lisbonne et Porto, Portugal 
New York Coffee & Sugar Exchange, New York 
Copper: 
London Metal Exchange, London 
New York Commodity Exchange, Inc., New York 
Copra: N. V. Amsterdamsche Liquidatiekas, Amsterdam, Netherlands 
Corn: 
London Corn Trade Association, London 
Borsa Merci di Milano, Milano, Italy 
Rotterdamsche Vereiniging voor den Termijnhandel in Granen, Rotterdam, 
Netherlands 
Chicago Board of Trade, Chicago 
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Corn—Continued 
Chicago Open Board of Trade, Chicago 
Kansas City Board of Trade, Kansas 
Merchants Exchange of St. Louis, St. Louis 
Milwaukee Grain Exchange, Milwaukee 
Cotton: 
Bolsa de Mercadorias, Sio Paulo, Brazil 
Brener Market, Bremen, Germany 
Commission de la Bourse des Contrats d’ Alexandrie, Alexandria, Egypt 
East India Cotton Association, Ltd., Bombay, India 
Liverpool Cotton. Association, ‘Ltd. , Liverpool 
Karachi Cotton Association, Ltd., Karachi, Pakistan 
Chicago Board of Trade, Chicago 
New Orleans Cotton E xchange, Ror Orleans 
New York Cotton Exchange, New York 
Cotton yarn: 
Nagoya Exchange, Nagoya, Japan 
Osaka Exchange, Osaka, Japan 
Tokyo Exchange, Tokyo, Japan 
Cottonseed meal: Memphis Board of Trade Clearing Memphis Association 
Cottonseed oil: 
Chicago Board of Trade, Chicago 
New Orleans Cotton Exchange, New Orleans 
New York Produce Exchange, New York 
Eggs: 
Chicago Mercantile Exchange, Chicago 
New York Mercantile Exchange, New York 
Flax: Winnipeg Grain Exchange, Winnipeg 
Flaxseed: 
Duluth Board of Trade, Duluth 
Minneapolis Grain Exchange, Minneapolis 
Grain sorghums: Kansas City Board of Trade, Kansas City 
Hides: New York Commodity Exchange, Inc., New York 
Jute: East India Jute Association, Calcutta, India 
Lard: Chicago Board of Trade, Chicago 
Lead: 
London Metal Exchange, London 
New York Commodity Exchange, Inc., New York 
Linseed oil: Nederlandse Vereniging voor de Termijnhandel in Ruwe Lijnolie}in 
Transito Rotterdam, Netherlands 
— Merchants Exchange of St. Louis, St. Louis 
ats: 
Winnipeg Grain Exchange, Winnipeg 
Chicago Board of Trade, Chicago 
Chicago Open Board of Trade, Chicago 
Merchants Exchange of St. Louis, St. Louis 
Milwaukee Grain Exchange, Milwaukee 
Minneapolis Grain Exchange, Minneapolis 
Onions: 
Chicago Mercantile Exchange, Chicago 
New York Mercantile Exchange, New York 
Pepper: 
N. V. Amsterdamsche Liquidatiekas, Amsterdam, Netherlands 
N. V. Rotterdamsche ot wit cae Rotterdam, Netherlands 
Platinum (Dec. 3, 1956): New York Mercantile Exchange, New York 
Potatoes: 
Chicago Mercantile Exchange, Chicago 
New York Mercantile Exchange, New York 
Products of the sea: 
Hakodate Exchange, Hakodate, Japan 
Otaru Exchange, Otaru, Japan 
Rayon yarn: 
Fukui Exchange, Fukui, Japan 
Osaka Exchange, Osaka, Japan 
Tokyo Exchange, Tokyo, Japan 


| 
| 
| 





ONION FUTURES TRADING 49 


Red beans: 

Kobe Exchange, Kobe, Japan 

Osaka Exchange, Osaka, Japan 

Otaru Exchange, Otaru, Japan 

Shimonoseki Exchange, Shimonoseki, Japan 

Tokyo Exchange, Tokyo, Japan 
Rice: 

Borsa Merci di Milano, Milano, Italy 

New York Mercantile Exchange, New York 
Rubber: 

Rubber Trade Association of London, London 

Kobe Exchange, Kobe, Japan 

Tokyo Exchange, Tokyo, Japan 

N. V. Amsterdamsche Liquidatiekas, Amsterdam, Netherlands 

New York Commodity Exchange, Inc., New York. 
Rye: 

Winnipeg Grain Exchange, Winnipeg 

Borsa Merci di Milano, Milano, Italy 

Chicago Board of Trade, Chicago 

Chicago Open Board of Trade, Chicago 

Duluth Board of Trade, Duluth 

Milwaukee Grain Exchange, Milwaukee 

Minneapolis Grain Exchange, Minneapolis 
Shellac: London Shellac Trade Association, London 
Shorts: Kansas City Board of Trade, Kansas City 
Silk: 

Borsa Merci di Milano, Milano, Italy 

Kobe Exchange, Kobe, Japan 

Yokohama Exchange, Yokohama, Japan 

New York Commodity Exchange, Inc., New York 
Soybeans: 

Kobe Exchange, Kobe, Japan 

Osaka Exchange, Osaka, Japan 

Otaru Exchange, Otaru, Japan 

Shimonoseki Exchange, Shimonoseki, Japan 

Tokyo Exchange, Tokyo, Japan 

Chicago Board of Trade, Chicago 

Chieago Open Board of Trade, Chicago 

Memphis Board of Trade Clearing Association, Memphis 
Soybean meal: 

Chieago Board of Trade, Chicago 

Memphis Board of Trade Clearing Association, Memphis 
Soybean oil: 

Chicago Board of Trade, Chieago 

New York Produce Exchange, New York 
Staple fiber yarn: 

Nagoya Exchange, Nagoya, Japan 

Osaka Exchange, Osaka, Japan 

Tokyo Exchange, Tokyo, Japan 
String beans: 

Kobe Exchange, Kobe, Japan 

Osaka Exchange, Osaka, Japan 

Otaru Exchange, Otaru, Japan 

Shimonoseki Exchange, Shimonoseki, Japan 

Tokyo Exchange, Tokyo, Japan 
Sugar: 

Hamburger Markt, Hamburg, Germany 

London Sugar Terminal Market Association, London 

Osaka Exchange, Oaska, Japan 

Shimonoseki Exchange, Shimonoseki, Japan 

Tokyo Exchange, Tokyo, Japan 

New York Coffee & Sugar Exchange, New York 
Tallow: New York Produce Exchange, New York 
Tin: 

London Metal Exchange, London 

New York Commodity Exchange, Inc., New York 
Turkeys: Chicago Mercantile Exchange, Chicago 
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Wheat: 
Liverpool Corn Trade Association, Liverpool 
Borsa Merci di Milano, Milano, Italy 
Chicago Board of Trade, Chicago 
Chicago Open Board of Trade, Chicago 
Duluth Board of Trade, Duluth 
Kansas City Board of Trade, Kansas City 
Merchants Exchange of St. Louis, St. Louis 
Milwaukee Grain Exchange, Milwaukee 
Minneapolis Grain Exchange, Minneapolis 
Portland Grain Exchange, Portland 
Seattle Grain Exchange, Seattle 
Wool (grease): Wool Association of the New York Cotton Exchange, New York 
Wool tops: 
Association des Courtiers pres la Bourse a Terme des Laines a Anvers, 
Anvers, Belgium 
—— a terme de la laine de Roubaix-Tourcoing, Roubaix-Tourcoing, 
rance 
London Wool Terminal Market Association, London 
Wool Association of the New York Cotton Exchange, New York 
Worsted yarn: 
Nagoya Exchange, Nagoya, Japan 
Osaka Exchange, Osaka, Japan 
Zinc: 
London Metal Exchange, London 
New York Commodity Exchange, New York 


A SratisticaL ANALYSIS OF PricE VARIABILITY AND Factors AFFECTING PRICES 
RECEIVED BY FARMERS FOR ONIONS, UNITED SraTsEs, 1922-55 


Prepared by Agricultural Economics Division, United States Department of 
Agriculture, Washington, D. C. 


I, SUMMARY AND LIMITATIONS OF THE STUDY 


1. Price variability is best measured in short time periods, such as month-to- 
month or if feasible on a week-to-week basis. Of price variability data herein 
measured, the month-to-month changes in cash prices of onions in the 1930-40 
and 1947-55 periods is probably the most valuable. This analysis showed that a 
significantly greater average month-to-month variation occurred in the 1930-40 
than in the 1947-55 period. 

2. Regression analyses, using the least squares technique, in the 1921-41 and 
1947-55 periods gave results which indicated that production of late summer 


onions and disposable personal income accounted for a greater proportion of 


variation in season average prices of onions during the 1947-55 period than in 
the 1921-41 period. In the period 1921—41, production and income explained 92 
percent of the variation in prices, and in the 1947-55 period, 99 percent. As we 
are interested in effects of others factor on prices, as well as effects of production 


and income, we attempt to measure the magnitude of fluctuations in prices due- 


to these other factors. 

3. Residual effects of factors other than production and income have been 
charted and interpreted in this study. The results indicate that the residuals in 
the 1947-55 period were smaller and of greatly reduced amplitude compared to 
those of 1921-41. It appears that the effects of other factors were minimized so 
as to be of little importance in the 1947-55 period. An analysis of what happened 
when relating these residuals to volume of futures trading, however, shows that a 
high volume of futures trading tended to be associated with the larger residuals. 

4. Factors that appear to affect cash prices of onions, include: Supplies avail- 
able, income of consumers, time of marketing, weather conditions, quality of 
ence other physical factors, and psychological attitudes of buyers and sellers. 

any of these are unknown or subjective and hence do not lend themselves to 
statistical analyses. 

5. Principal limitations of the study: 

(a) Limited basic data, especially on grades and varieties. Farm prices 
represent average prices of all varieties, grades, and sizes. 
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(b) Year-to-year changes in prices based on weighted averages, tend to 
a out fluctuations that would appear as extremes in shorter time 
periods. 

(c) Published data on production of onions are reported on a seasonal 
basis, and total stocks are estimated only periodically. 

(d) Disposable income is reported quarterly, but interpolations must 
frequently be made to correspond to other available data. 

(e) Limited time available for the analysis. 

6. Plans for future study: The Agriculture Marketing Service is planning a 
study of the economic importance of futures trading in onions, work to be started 
later this year. A copy of the objectives of this study appears on page 6 of this 
report. 


Il. INTRODUCTION 


An attempt has been made in this limited analytical study to make statistical 
measurements of price variability which exist in cash prices for onions received by 
farmers in the United States over a period of years. 

Data for this study are complied from published reports of the Agriculture 
Estimates Division and Fruit and Vegetable Division of the Agricultural Market- 
ing Service and from the Commodity Grchent Authority, all in the United States 
Department of Agriculture. 

The principal economic forces that affect prices received by farmers for late 
crop onions are the per capita production of onions and disposable income of 
consumers. Shuffett! in a least squares analysis of economic relations that 
influenced farm prices of late onions from 1921-41 found that 92 percent of the 
year-to-year variation in farm prices was explained by year-to-year changes in 
production and disposable income. Computations made in the study indicated 
that approximately only 8 percent of the year-to-year variation in farm prices of 
onions was due to other factors. 

A least squares analysis of year-to-year changes in farm prices as they are 
affected by per capita production and income over the 1922-55 period is presented 
in this study to reaffirm the importance of this type of analysis to the problem of 
studying farm prices of onions. 

In addition an analysis for the 1947-55 period has been submitted, and this 
period compared with the 1921—41 period. 

Results from price variability studies presented herein are subjected to tests of 
significance, whereby the observed results are tested to compare with the theoreti- 
cal frequency of such results, according to certain stated hypotheses. 


III. STATISTICAL ANALYSES OF PRICE VARIABILITY IN CASH (FARM) PRICES OF ONIONS 


This study is presented in a threefold analyses with respect to price variability. 

(a) The first analysis compares the variability which existed in season average 
rere prices in a period prior to futures trading and during the period of futures 
trading. 

Chart I snows the fluctuations which appear in absolute cash prices and those 
which appear when prices are corrected for changes in price level over time. 
These trend lines are drawn for the 1930-40 and the 1946-55 periods (the earlier 
period is prior to, and the later period is commensurate with futures trading). 

Attention should be directed to the trend lines labeled as deflated prices which 
reflect changes in price level. It appears that somewhat greater fluctuations are 
present in the latter period. It should be emphasized at this point that all 
factors that normally cause fluctuations in cash prices of onions such as: produc- 
tion changes, income changes, time of marketing, weather influences, quality of 
product, other physical factors, and psychological trade attitudes may be exerting 
their influences. 

Season average prices for all onions in the two periods, 1930-40 and 1946-55 
and statistical measurements of the variances (variability), year-to-year for each 
period were computed. The F test of significance (R. A. Fisher and F. Yates, 
statistical tables) was used to test whether the variance (variability) in one period 
was greater than that in the other. The computed F value obtained when 
comparing the 1946-55 with the 1930-40 period was found to be nonsignificant, 
and therefore the variability in the 1946-55 period can be considered to be no 
different, statistically, than the variability in the 1930—40 period. 

(b) High and low seasonal extremes in cash (farm) prices of late onions in the 
two periods 1930-40 and 1946—55 were studied, and statistical measurement 
made of the mean differences in the spread of prices within the year, on a year-to- 


1 Shuffett, D. Milton, agricultural economic statistician, Agriculture Marketing Service. 





52 ONION FUTURES TRADING 


year basis, averaged for each period. The mean (or average) spread in prices 
{corrected for price level) in the 1930-40 period was $1.31 per 50-pound bag, 
and in the 1946-55 period it was $1.12. 

The t test of significance (R. A. Fisher, statistical tables) is used here as ac- 
cepted procedure. The test in statistical terms is to determine whether the 
mean difference between the two values is greater than zero. The computed t 
value obtained when comparing the 1946-55 with the 1930-40 period was found 
to be nonsignificant and therefore the mean (average) of the high and low extremes 
in the 1946-55 period can be considered to be no different, statistically, than the 
mean (average) in the 1930-40 period. 

(c) An analysis was made of variability in average month-to-month price 
changes in cash (farm) prices of late onions, averaged over the 1930-40 and 1946- 
55 periods, respectively. The mean (or average) change in prices (corrected for 
price level) per year based upon month-to-month price changes in the 1930—40 
period was 29 cents per 50-pound bag, and in the 1946—55 period it was 23 cents. 
Statistical measurements are made of the differences between the means (averages) 
to find whether one mean is significantly different from the other. 

The t test of significance is again here used. The computed t value obtained 
when comparing the average variability in cash (farm) prices—month-to-month 
in the two periods is significant. Therefore, the average month-to-month varia- 
bility as averaged over the period which has the greater magnitude, i. e., the 
1930-40 period, can be considered to be significantly greater than that in the 
1946-55 period. 


IV. STATISTICAL ANALYSIS OF FACTORS AFFECTING CASH (FARM) PRICES OF ONIONS 


Two independent regression analyses have been made in this study of the factors 
which affect the cash (farm) price of onions, based upon two periods, 1922-55 and 
1947-55. These are made chiefly for comparison and extension of Shuffetts ? 
study, which measured effects of production and income on cash prices in the 
period 1921-41. 

Our interest is in determining whether the factors of production and income 
played a more important role in explaining changes in the cash (farm) price of 
onions in the early period of no futures trading as contrasted with the period of 
futures trading. We are concerned with the magnitude of the explained variation 
during the entire period and also a comparison of the 1921-41 and the 1947-55 
periods, and the value of the regression coefficients, (the change in the price for a 
given change in production and/or income). Also, of importance are the varia- 
tions not explained by production and income, on a year-to-year basis. 

Shuffett’s study showed that 92 percent of the variation in season average 
prices was explained by changes in production and income in the period 1921—41, 
and our analyses show 92 percent for the period 1921-55, and 99 percent for 1947— 
55. This indicates that production and income accounted for a larger proportion 
of the variations in cash price during the 1947—55 period than during 1921-41. 
We can thus make a comparison statement that the residuals (price changes not 
explained by these factors) were smaller during the period 1947-55. 

Chart II shows the residuals plotted against time for all three periods studied. 
The 1921-41 and 1947—55 studies are shown in the upper section and the 1922-55 
period analyses in the lower section. War years are omitted. Attention should 
be directed to the amplitude of fluctuations of these residuals when comparing 
the 1921—41 and 1947-55 periods. The observer will note that a structural change 
has taken place in the pattern of the 1947—55 residuals in comparison to that of 
1921-41. Attention should be directed to the relatively low values of the re- 
siduals, particularly in the 1947—55 period. These results indicate that the effects 
of factors other than production and income had less bearing upon changes in 
cash prices of onions during the period of futures trading than in the preceding 
period. A comparison of the regression coefficients, 1921-41 and 1947-55, shows 
that there is a slight difference between the two periods in magnitude of coefficients, 
but in both periods the coefficients are statistically significant. 


Vv. A COMPARISON OF WHOLESALE PRICES OF MIDWESTERN YELLOW ONIONS WITH 
FUTURES PRICES OF YELLOW GLOBE CONTRACT, 1947-55 


Chart III shows in the upper section, trend lines of wholesale prices—for a 
given type—and futures prices for a given type—of late summer onions. No 
great spread in the two price series is apparent from this chart, with the exception 


2 Thid. p. 39. 
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of the 1949, 1950, and 1951 crops, which show that futures price movements were 
more pronounced than wholesale prices. A leveling off for both wholesale and 
futures prices for the 1953, 1954, and 1955 crops can be observed. A possible 
‘ooo for this may be that supplies were moderately large in the years stated. 
he lower section of the chart depicts the constant fluctuations in both whole- 
sale and futures prices. The rapidity of the fluctuations are readily apparent 
whereas the magnitude of the fluctuations seem to be less pronounced. The ratio 
between the two price series in the 1953, 1954, and 1955 crop years is at a minimum. 
Chart IV shows volume of futures trading in relation to residuals in cash prices 
of onions (i. e. price changes not accounted for by changes in production and 
income). It is to be emphasized here that since we have computed an explained 
variation of 99 percent (the effects of production and income upon changes in 
onion eash prices), it appears that on a year-to-year basis no great import should 
be attached to any relationships arrived at in chart IV. 
Part of a chart 4 (which shows deviations of actual from calculated prices, 
regardless of whether deviations were plus or minus), shows no relevant relation- 
ship between volume of futures trading and the residuals. Seven of the nine 


observations lie in a line of no relationship. Part b, however, which takes into: 


consideration the sign of the deviations, tends to show a positive relationship— 
i. e., a high volume of futures trading tends to be associated with the larger 
residuals. A curve has been drawn, free hand, to depict the pattern of obser- 
vations. 


PLANS FOR WORK CONCERNING FUTURES TRADING IN ONIONS 


The Marketing Research Division, Agricultural Marketing Service, is planning 
a study of the economic importance of futures trading in onions. Work will be 
started later this year. Major attention will be given to the following questions: 
(1) How does the futures market operate, and what uses are made of it by firms 
or individuals handling onions; (2) who uses the onion futures market; (3) what 
is the relationship between cash and future onion prices; (4) to what extent is 
futures trading used by growers and handlers to obtain credit; and (5) how impor- 
tant is the role of futures trading in the marketing of onions. Information nec- 
essary to develop answers to these questions willbe obtained from individuals 
and firms in the onion industry, the New York and Chicago Mercantile Exchanges, 
regulatory and reporting agencies such as the Commodity Exchange Authority 
and the Market News Service, and trade sources. 


Mr. Harais. It is inevitable that the death of the oaion futures 
market will be followed by demands for the death of other markets— 
potatoes, butter, eggs, and so on through the list. 

Now, gentlemen, if there be abuses in futures trading, the Chicago 
Mercantile Exchange will be the first to condemn and help correct. 


We bow to none in a desire to remove or correct abuses. But we 


submit in all fairness that burning down the barn to find a suspected 
rat is a pretty drastic remedy. ‘This bill would burn down our barn 


and put us out of business. And we don’t want you to throw out the 


baby with the bath water if there is something wrong. 


As you know, gentlemen, the grain exchanges, the cotton exchange 


and the other commodity exchanges in this country are deeply con- 
cerned by the precedent which would be set were this extreme proposed 
legislation to become law. The reason for their concern is obvious. 

I would like to read just one paragraph 

Senator Humpurey. Do you mercantile exchanges deal only in 
onions? 

Mr. Harris. No, sir. And let me say this: We trade in eggs in 
large volume, both shell eggs and frozen eggs. We trade in some 
turkeys. We have had little success in potatoes, because apparently 
in the country today communications have such great facility and 





information flows so fast that there is little need for more than one 
exchange for such a commodity. The New York people have the 
potatoes, and we have the onions. We have tried, under the spirit 
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of competition, to start a potato market without success, and they 
have tried, in the spirit of competition, to start an onion market 
without success. 

Senator Humpurey. I was interested, and somewhat concerned, 
may I say most frankly, with your statement that if this legislation 
should be adopted, that it would put you out of business. You mean 
it would curb your business or would curtail it. 

Mr. Harris. I think eventually it would put us out of business, 
because I think the first time that we didn’t have a school-lunch pro- 
gram for eggs, which might happen some year, and eggs went to 20 
cents a dozen, which they did before the war, and I hope they never 
do again, but conceivably might in the face of overproduction here 
and in Canada and England and Denmark—I think the producers 
would be susceptible to the same kind of organized hate campaigns 
that we have been up against. I sincerely do. 


I would like to read a very brief paragraph from the board of trade 
statement. 


Futures trading is a distinctive part of the American free enterprise system. 


To abolish futures trading in onions would leave only the unregulated cash market 
for this commodity. 


The Minneapolis Grain Exchange has been kind enough to make 
this statement. 


The Minneapolis Grain Exchange believes it to be contrary to the spirit of the 


growth of America for Congress to pass a law which would prohibit legitimate 
trade between its citizens. 


Futures contracts in various forms are essential to most American businesses. 
These contracts may involve construction of shelter, transportation facilities, 
accumulation of food, or a multitude of other economic endeavors. 

In the past there has been instances when it has been practical and desirable 
for Government to regulate trade. The facts may dictate the need for such 
regulation in onion futures contract trading. 


However, it is inconceivable that Congress should find it necessary or desirable 


to enact a bill to prohibit trading of a commodity in organized public commodity 
markets. 


Senator Humpurey. There are commodities that are not on the 
futures trading market. 

Mr. Harris. I even tried to start a futures market in scrap iron 
and steel, a market where you have administered prices, that have 
been talked about recently a bit down here. And it had a great 
chance of success. Some of the people in the iron industry, who felt 
that they would be harmed by it, went to the Federal Trade Com- 
mission, they went to the best lawyers, and believe me, they could 
afford them, and came up with the conclusion that they could not 
prevent it. 

We traded for several months, we were boycotted and ceased trad- 
ing. We may start again sometime, unless there is some legislation 
prohibiting trading in scrap iron and steel. 

Senator HumpHrey. Mr. Kauffman, do you know of any com- 
modity that has been the subject of congressional action to disapprove 
future delivery or future trading? 

Mr. KaurrmMan. To my knowledge, Mr. Chairman, the Congress 
has never enacted any legislation prohibiting futures trading in any 
commodity. 

Senator Humpurey. Let me just think out loud with you about 
this. I haven’t given this very much thought before, and I was just 
letting it sink in a little. 
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What the Congress did do in the instance of onions was to bring it 
under the surveillance of your Commodity Exchange Authority. 

Mr. Kauffman, I did not ask you all the questions that perhaps 
I should have, and while you are here I am going to take advantage 
of it, if our witness does not mind. 

Mr. Harris. Not at all, sir. 

Senator Humpurey. Do you feel you have had enough time in the 
Commodity Exchange Authority to really evaluate this onion industry 
in terms of what the effect of regulation is, and new regulations might 
be, upon it? 

Mr. Kaurrman. The exchange’s new regulations, Mr. Chairman, 
were just promulgated a few months ago, and some of them won’t 
even be effective until next spring 

For instance, the Chicago Mercantile Exchange last March voted 
to defer trading in the November 1958 onion futures contract until 
May of 1958. 

Obviously the effect of that change could not be evaluated before 
next spring. 

Reenter What do you think will be its effect? 

Mr. KaurrMan. | think it is a step in the right direction. At the 
same time, they also lowered the daily price fluctuation limit. They 
reduced that about 30 percent below what it had previously been. 
We think it is still too large, but that, again, I think was a step in 
the right direction. 

Senator Humpurey. They had reduced that from 50 to 35? 

Mr. Kaurrman. From 50 to 35 cents per 50-pound bag. 

Senator Humpurey. What is the daily price fluctuation permissible 
in grain? 

Mr. KaurrmMan. Ten cents a bushel in wheat. So there are changes 
which, of course, cannot be appraised for some time yet. 

Senator Humpurey. The point that I was trying to get at was as 
to whether or not, in light of the fact that the Commodity Exchange 
Authority was brought into effect on onions in late 1955—whether or 
not there had been adequate time elapsed to really feel the effectiveness 
or lack of effectiveness of commodity exchange regulations. 

Mr. Kaurrman. I think recent changes which have been made will 
have their effects felt in the future. They actually have not gone 
into effect yet—some of them—by reason of the time element. 

Senator Humpurey. Thank you very much, Mr. Kauffman. 

Mr. Harris. Sir, I only have a couple of additional paragraphs I 
would like to add. 

Senator Humpnurey. Very well. 

Mr. Harris. Also there is a grave question as to the constitu- 
tionality of this proposed legislation. We take small comfort in the 
fact that we are advised that it is in conflict with many past decisions 
as to the right of individuals to make contracts in an organized 
market. If individuals were prohibited from trading under the 
supervision of the CEA, could they not, as in the case of coffee, sugar, 
and some other commodities, trade outside of such supervision? 

The so-called King bill which recently placed onion trading under 
supervision of the CEA would still presumably be on the books and 
in direct conflict with this unprecedented proposed legislation. 

Naturally, we do not wish to rely on legal defenses, but feel that 
you gentlemen should at least delay reporting this legislation from 
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your committee until current studies by the Agricultural Economics 
Division of the USDA are completed. 

‘ Furthermore, your own staff, as I understand it, has had very little 
time to consider all the complex aspects of this situation. Perhaps 
more moderate legislation could be proposed prior to the next session 
of Congress. 

Gentlemen, we plead with you not to attempt to force this extreme 
legislation through in the final hours of this current session. 

We are thankful for the privilege of being heard and confident that 
you will give this matter the consideration it deserves. We think 
the principle involved is a big one. 

We feel legislative destruction of a free market would be a drastic 
and unprecedented action and a step towards the destruction of the 
free enterprise system, which we seriously and sincerely pray will 
never occur in America. 

Senator Humpurey. You say the so-called King bill which recently 
placed onion trading under the supervision of the CEA would still 
presumably be on the books and in direct conflict with this unprece- 
dented proposed legislation. What is your view about that, Mr. 
Stanton? 

Mr. Stanton. The two acts together prohibit trading in onion 
futures. The one provides for trading only on a regulated market, 
and this one prohibits trading on a regulated contract market, so the 
two together prohibit any trading in futures. 

Mr. Harris. Sir, may I add one brief comment? 

I have said before, somewhat facetiously, it is like a life insurance 
policy—it says at the top you are insured, and at the bottom that 
you are not, and I think that is the basis for the questionable con- 
stitutionality of it. 

I will say this: In my opinion, legislation can be formulated which 
will strangle us to death. It has happened to other segments of 
American business. It can be done here. 

But I do not honestly feel that any bill which simply says you can- 
not trade outside of an administrative agency, and then you come 
along with another one that says you cannot trade inside of it, even 
makes much sense from an economic point of view. 

Senator Humpurey. Isee. Your point is that the act of 1955 com- 
pels that this trading be conducted within a regulated industry, within 
the commodity exchange market under regulation. And now that you 
say that there is a reversal of the field that prevents you on the one 
hand from doing what you did prior to 1955, and in which you had 
future tradings, but not under regulation. 

Mr. Harris. That is the theory. Well, thank you very much. 

Senator Humpurey. Thank you, sir. I never knew that onions 
were quite so complicated as this. 

Mr. Kauffman, I hope you can stand by a little while. I am going 
to need you more and more. 

Mr. Kaurrman. I would be happy to. 

Senator Humpurey. Next witness, Mr. Austin E. Anson, the exec- 
utive manager of the Texas Citrus & Vegetable Growers & Shippers. 
Association of Harlingen, Tex. 

We are happy to see you here, Mr. Anson. 

Mr. Anson. Thank you, sir. 
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STATEMENT OF AUSTIN E. ANSON, EXECUTIVE MANAGER, 
TEXAS CITRUS & VEGETABLE GROWERS & SHIPPERS, HAR- 
LINGEN, TEX, 


Mr. Anson. Mr. Chairman and members of the committee, my 
name is Austin E. Anson. I am executive manager of the Texas 
Citrus & Vegetable Growers & Shippers, 306 East Jackson Street, 
Harlingen, Tex. 

Our organization represents the major portion of all onions pro- 
duced in the State of Texas. 

These onions are produced from the coastal bend to the panhandle, 
in all parts of the Rio Grande Valley, the winter garden, and central 
Texas, and are shipped during the months of March, April, May, 
June, and July. 

‘ Z am appearing here today in support of Senate bill 778 and Senate 
ill 1514. 

The widespread interest by Congress in behalf of the onion industry 
in presenting this legislation indicates that we must have a just cause 
and it was high time something was done about it. 

We appeared before an agricultural subcommittee of the House 
last year on the King bill and again this May on similar legislation, 
and we must assure this committee of the Senate that our opinions 
have not changed one iota since that time. We only regret that we 
had _ experience another onion season without the relief that we 
sought. 

Senator Humpurey. You were testifying, undoubtedly, against the 
King bill, is that right? 

Mr. Anson. No; here is the thing: There is nothing in the King bill 
but what can be corrected in the legislation that we have in the Senate. 

One was regulated marketing, and this, now, is elimination, which 
we thought—our industry is always willing to try something. Good- 
ness knows we have been trying this procedure for a good many years, 
15in fact. When it came to putting it under the commodity exchange, 
we were sold the idea that rules and regulations might make it work. 

Senator Humpurey. I see what you mean. 

Mr. Anson. We did not think it would, but we were willing to give 
ita try. Itdid not work. Does that answer your question? 

Senator Humpurey. So you supported that initial effort, the King 
bill, in the hopes that regulation would do the job, and now you are 
in supporting this amendment, so to speak, complete elimination. 

Mr. Anson. Yes, sir. 

The question has been raised why Texas was so determined to have 
onions eliminated from the board since Texas onions were never 
quoted on the board—nor neither have we ever had any subsidies on 
our onions. 

Regardless of the fact that we do not have our onions on the board 
and never intend to, our crop is vitally affected by any influence that 
radiates from the trading on the mercantile exchange. 

Ours is a highly perishable product that is shipped in the semi- 
green stage and has only short storage life. It is rarely, if ever, stored. 
Our onions are the mild spring onion starting in April that are termed 
a salad onion the United States over. 

Consequently, if we can be freed from this influencing board factor 
that always seems to arise as a cloud on our marketing horizon each 
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year, we should always be able to have orderly marketing of our 
onions. 

May I add right there, Senator, it will not always be high. It 
might be low. But it will be a market created by the onion industry 
who, I believe, know what they are doing after a good many years of 
marketing onions and growing them as you related early in the 
hearings. 

Until 15 years ago, supply and demand were the ruling factors in 
marketing onions. ‘Then the board took over, and we must say that 
it was several years before the gamblers gained control over our onion 
business. But once they had a taste of how they could so easily 
manipulate onion futures so as to develop the conditions that are so 
profitable for the experienced board operator and as costly to the 
grower, it was only a short time until the smart boys who had never 
owned an onion in their lives, in fact to this day many of them, even 
though they have traded heavily in onions, took over the onion 
business. 

Now, that is not fiction, that is fact. 

The record will show that we testified last year that exchange 
figures indicated that_147,000 cars of onions were traded on the boar ‘d. 
Actually only 2,370 cars of onions in packages with bills of lading 
fresh onions were all that the record showed of actual edible onions 
that were handled. The rest were paper onions. 

We in the onion business do not know anything about this paper 
business, especially we in Texas, sir. 

I say ‘“‘paper onions,” for if all the onions in the country had been 
traded over the board—all kinds, grades, qualities, and types—you 
would not have been able to have found from all onion- producing 
States put together less than one-third of this amount of onions that 
were produced and shipped for the season. 

Again, I say that definitely shows they were paper onions. This in 
itself should be enough to refute the USDA’s statement that there was 
not any manipulation. We don’t claim to know anything about the 
manipulations and all that. We just know it does not work. 

We were informed last year that Congress was favorable to more 
investigation by the United States Department of Agriculture. Now, 
let’s see what the Commodity Exchange Authority reported to this 
committee in reference to their findings.on the Mercantile Exchange. 

Mr. Senator, may I add right there, the investigations, the making 
of rules, the enforcement of rules, is one thing; making it work on a 
highly perishable commodity that moves fast, as you know onions 
must move, is another thing. And Government bodies do not move 
that fast. I just wanted to bring that out, to stress the impossibility 
of doing a lot of the things that maybe departments in all sincerity— 
and they have accomplished a wonderful job—have tried, but I 
don’t think they could ever make it work on a perishable commodity 
like ea 

No. 1, they say no evidence of manipulation was found. 

We are not at all surprised that they had to make this report 
because it would take some pretty sharp eyes—sharper, I think, than 
we have in our investigators, no matter how good they were—to 
determine the goings-on behind the scenes on the handling of onions. 

No. 2, they repor rted excessive speculation caused much wider price 
swings than could be justified by supply and demand. 

96223—57-——_5 
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Now, let’s see what these two statements add up to. Mr. Webster, 
in his dictionary, says that manipulation is— 
skilled or dexterous management, sometimes a management or treatment for the 
purpose of fraud. 

Now, of course, we would not accuse anybody of anything fraudu- 
lent. 

It says speculation is— 
the act of speculating as by engaging in business out of the ordinary or by dealing 
with a view to making a profit from conjectural fluctuations in the price rather 
from the earnings of the ordinary profit of the trade or by entering into a business 
venture involving risks for chance for an unusually large gain or profit. 

That sounds like a good crap game to me, and that is what we have 
been up against. 

Accepting the fact that the USDA could not find any trace of manip- 
ulation, well and good. Let’s just admit that they are too fast for all 
of us, the USDA included. By “us” I mean the onion industry. 
We know darned well they are too fast for us. 

Surely our own guardian of the grower—the United States Depart- 
ment of Agriculture—w ould not support the reasoning that because 
the shell game was faster than the eye it was legal and proper and 
should be allowed to continue. 

You know, that is something that developed way back in the circus 
days, the three little shells, and they said that the action was quicker 
than the eye. We agree with them. 

Surely there would be nothing wrong with a man when he is sitting 
in a poker game and finds that he is dealing with a group of sharpies 
that can manipulate the cards so fast that he can’t hope to cope with 
their ability, if he wants to get out, even in the rankest poker game, 
there isn’t anything that says you have to stay in. Onions say, 
“‘Please deal us out.’”’ We will push in out chips and quit. It is 
something we cannot keep up with. 

True, there are speculations and even in this card game we referred 
to, the manipulators undoubtedly would deal us a good hand to bait 
us on; probably permit us to win a time or two to raise our ego, and 
then the same manipulators will cut us down to size by dealing us 
tens and themselves aces when it comes to the final payoff. That has 
been the experience of the industry for the past 15 years. We don’t 
like it. We don’t want it. -All we ask is please deal us out. 

Before making a final decision on this legislation, Mr. Senator, you 
have had 18 months now for the inquiry to be completed and the 
facts to be placed in your hands. Whether you know any more about 
it now than you did before remains to be seen, as your action on this 
legislation will determine if the wishes of the farmer who produces 
this crop are to be considered or if Congress will insist that this onion 
farmer continue under this handicap. 

What the board does, how they do it, and who they do it to in 
this matter of onions is something we have experienced for 15 years, 
not 18 months, and we are well aware of the damage done to our 
industry, and we have tried to relate it to you in the previous hearings, 
and we believe you heard enough tales of woe from growers that it 
should have registered more forcibly that something must be done. 

We are not at all interested in any program to improve the Mer- 
cantile Exchange for onions. We are only interested in removing 





f 
y 


Pa eS 


i 
' 





») a 


So Serene AS 


wer 


ONION FUTURES TRADING 63 


onions from the Mercantile Exchange and letting the onion industry 
run its own business. 

The producer of onions has enough speculation confronting him 
each year without adding the hazard of the board, as he must first 
speculate as to whether he has good seed or not; he then speculates 
on the weather; he must speculate as to whether or not he gets a 
good job of planting accomplished; he must speculate on what kind 
of fertilizers to use to keep his crop clean, and one that will develop 
sufficient tonnage to warrant his efforts. 

That is a job. A good farmer does all those things, and there are 
hazards to all of them. 

After all of these things are accomplished and the weather has 
blessed him with a good crop, he must then speculate on what type 
of market he will find. 

That is not new. That has been going on a long time. Mr. 
Harris referred to the good old days. I can remember those myself 
I shipped my very first car of onions in the year 1923. 

We had one thing to depend on. We must have a good crop of 
good onions, that is the first thing. Then we had better have the 
ability to market them or we were not going to stay in the onion 
business. We didn’t need any guardian, and we don’t need that 
guardian today any more than we did then if we have a good product. 

When the grower is permitted to do his own thinking and his own 
marketing, without being hampered by the shadow of some estimated 
prospects put out by swivel-chair experts that know absolutely 
nothing whatsoever about the onion productions of the United States, 
then he will do a much better job of marketing. In fact, he always 
did when the rule of supply and demand prevailed. 

We know that we moved our first 7,000 cars of onions last year 
and showed only red ink until we got out from under the influence of 
the onions that were held back in storage by the board manipulation 
and the flooded market that was caused again by the board manipula- 
tion, the crop did not bring back to our growers any returns for their 
efforts. 

This terrific loss caused a shrinkage of 11,000 acres in the valley, 
and 13,000 acres in the coastal bend territory this year as our growers 
would not take another chance on another 1956. Surely our growers 
are entitled to proteetion against this board menace. 

History and statistics show that the board influence carries over 
for at least 6 weeks after trading is discontinued, and depresses 
the Texas early market until the first of May. That has very 
definitely been proven out over the years. 

Drought alone this year at planting season kept some of the eager 
beavers from planting heavier than they would have planted because 
there are always those that will listen to the sales propaganda put 
out by the exchange. 

As long as onions are allowed to remain on the Mercantile Exchange 
you will always have two groups of growers that will be vitally 
influenced by the board’s reports on future onions. j 

The winter onion grower and storage onion man normally figures 
to move his onions in a limited time and moving them out in an orderly 
manner. He is taken in by these fabulous future prices that appear 
on the board for later deliveries and decides to hold his onions until 
later. Our onion producer in south Texas is generally planting his 
onions about the time that these future releases are made on Novem- 
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ber, December, and January onions, reaches out and plants a few 
more than he normally would plant, as he, too, thought that conditions 
were going to be a little bit better than ordinary. Just human, that 
is all. A man with good productive soil, the picture looks good on 
paper. And I will assure you that they have had some very wonderful 
salesmen on the other end of this thing, and they have sold the boy 
the gospel that that is the thing todo. Then they get caught short. 

Here is what happens, and this also is history. I think you know it 
from your country as well as ours. 

The storage onions are held and movement delayed until they come 
on the market at just about the time that the Texas early onions begin 
to move. We then have a repetition of the 1956 season where the 
storage onions, not only the northern grown onion, but the Middle 
West and northwestern onions too are coming out of storage later 
than normal; conditions are not good, markets are affected by proof 
arrivals. 

Consequently, our Texas onions which normally would have a more 
or less free market at that time of the vear, bump into glutted markets 
all over the United States and heavy supplies. Our grower, of course, 
does not help the situation with his additional acreage. That is, that 
he might have planted under the stress of these stories. Conse- 
quently, it generally takes fully a month to 45 days to clear up this 
situation and Texas has been held back for several years until the first 
of May before supply and demand again takes over the marketing of 
onions. 

At the risk of being repetitious, let us say, last year’s example is 
the best that we could cite as the first 7 ,000 cars moved in the red and 
then the influence of the northern storage and western storage onions 
was eliminated from the market and from that time on until the end of 
our season, we enjoyed a good demand for onions with a fair price 
return to our grower. 

There was one thing brought out a while ago that I would be very 
remiss in my duty if I didn’t make some statement in answer to Mr. 
Harris on Mr. Baldwin. 

Now, Mr. Baldwin was not any different than any other onion 
shipper in the United States. He is credited with being able to call 
up people and change the market. I wouldn’t say that that is any- 
thing unusual. If you happen to have a good product—lI have done 
it myself—I think any man that ever sat in on an onion sales desk 
you are there to sell vour product to the best advantage for your 
erowers that you can. But there are two things you had better be 
sure of. One, you better have a good commodity to sell; and second, 
you'd better be right, because if you are not right on what you tell 
Joe Doaks at the other end about ‘the market, the conditions, what is 
going to happen, what is coming, no soap, next vear he laughs at you. 

Now, we all, in selling any commodity, will push to get the most. 
There is nothing wrong about that. Not a thing in the world. And 
there never was a more honorable salesman in the world than Mr. 
Baldwin in his efforts. And I think that the record will show that 
after Mr. Baldwin’s first testimony, and after Mr. Harris’ statements 
about Mr. Baldwin, the House committee was so interested—that is 
the nicest word I could use for the way they felt about it—that they 
called Mr. Baldwin back to refute the statements or admit whatever 
it was. 
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So I just want to add that, since Mr. Baldwin is not here to defend 
himself, because, firstly, I don’t think he needs any defense, he is not 
that type of a man—but I did not want the record to show that it 
went without something being said. 

Now, it is most important to us that we do have the opportunity 
to market our products as we have been taught to market them. They 
would say after you have been in this exchange for 10 years it is not 
new. Each year it is new to somebody. It is just like fishing in a 
stream. It may not be that fish, but there is always another sucker 
out there reaching for the bait. He may never have heard of it before, 
and he thinks he has utopia, until he gets on the hook, and then, 
of course, he winds up in the basket. 

I assure you that if you take onions off the exchange, you are not 
going to solve all the problems in the onion industry by any means. 
We don’t say that you will. But you will remove a certain hazard 
from our marketing picture that is not needed and was never supposed 
to be there. ‘That is what we expect you to do. We are not at all 
interested in the other commodities. It is just onions. 

We are only appearing here for one thing, and one thing alone, and 
that is to urge that you pass one of these bills or both if necessary to 
make it possible for us to have our onions removed from the Mercantile 
Exchange. We are not interested in any more investigations and 
trial-and-error experiences. We want to be free and clear of this card 
game just as quickly as we can. If Congress and the Commodity 
Exchange Authority deem it necessary that they make further investi- 
gations into the Mercantile Exchange for the benefit of grain, cotton, 
and other products, well and good. We do not care how you want 
to wash the faces of the cards, or how many new decks you want to 
get. All we ask you to do is please deal us out of the game and let 
us get back to our own method of handling onions which has been 
controlled for over a half a century by supply and demand and which 
we think is the one known safe method to market our crops. 

Senator Humpnrey. You were listening to Mr. Harris’ testimony, 
Mr. Anson, relating to the changes in the exchanges rules for futures 
trading in onions during the 1956-57 crop year, and then the changes 
that will be effected in the 1957-58 crop year, for example, the opening 
of November 1958 onion contracts deferred—opening in trade in 
onions for November 1958 deliveries was deferred to May 1, 1958. 
Will that be of help to you? 

Mr. Anson. Senator, if I said I thought that would be of any help, 
I would certainly be making a very gross misstatement. We do not 
think that any of these rules are going to help. We don’t care to have 
any rules for us. I don’t think it would be any more proper, and I 
think a lot of people would agree with me, if somebody would set up a 
rule to say that rolling dice, if you roll them this way it is legal, and if 
you roll them the other way you are wrong. Now, why not eliminate 
this thing, and let us out? We don’t care what kind of rules they make. 
And I don’t think there are any rules they can conceive in Congress, 
and I think you people can do a wonderful job and have. They said 
that you had not ever made a rule to eliminate anything from an 
exchange. Well, there is just a lot of laws that many of you would 
have liked to put through Congress that you have not had time or 
facility to handle. When you find a law that is needed, you generally 
effectively handle it. 
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So let’s don’t make any more rules, not for onions. We have got 
our rules, one that is a very good one, that has been laid down over 
half a century—supply and demand will take care of the situation. 

Senator Humpurey. How do you answer the arguments Mr. Harris 
makes that the stability of prices in the past 15 years has been better 
than in the preceding? I don’t exactly remember the quotation. We 
have this price variability study that has been made, a statistical 
analysis of price variability and factors affecting prices received by 
farmers for onions in the United States from 1922 to 1955. Mr. 
Harris quoted somewhat from that. He points out from the study 
made by the Department of Agriculture: 


This analysis shows that a significantly greater average month-to-month 
variation occurred in the 1930—40 period than in the 1947-55 period. 


And in that earlier period, there was no future trading. But in the 
latter period, there was. 

What, if any, comment do you have about those things? 

Mr. Anson. Mr. Senator, during the OPA days, I had the sad 
experience of having to argue with economists and their figures, and 
such statistics that you relate are always developed by these gentlemen 
who are experts on figures. I guarantee that if you give them a 
pencil and a piece of paper they can make the figures fit whatever 
they want to make them fit. But no matter what they may say, the 
onion industry was better off before we had this extra marketing 
hazard than it has ever been in its history. And there hasn’t been 
anything that we have been able to find yet in the 15 years’ experi- 
ence—and as [ say, we are on the fringe, we get the tidal wave, the 
kickback from the operations of others. And there has never been 
anything beneficial, and our people did far better before than after- 
ward. So that is why we are asking to please let us handle this, and 
regardless. of what the sharp pencil and the smart man on the end of 
the pencil can do with a piece of paper, we definitely proved during 
OPA that the fact is what proves out, not always the figures. And 
that is the way we feel about it. 

Senator Humpurey. How long have you been advocating that this 
commodity be taken off the board? 

Mr. Anson. Well, now, you are talking about history. I see Cliff 
MclIntire is not here. I bucked every attempt there was to put 
potatoes when they went on that board. I was in Idaho in those 
days. Any time a perishable commodity is put on to be manipulated 
by people who do not know anything about it, there can be trouble. 

Senator Humpurey. The reason I ask this question is not a personal 
reference to you, Mr. Anson. I wondered how long the onion industry 
had been advocating the abolition of any kind of future contracts or 
future sales along the lines of this bill, because, you see, there was 
trading in onion futures even before it was regulated by the Com- 
modity Exchange Act. 

Mr. Anson. That is true. 

Senator Humpurey. The regulation was an effort to control the 
trading. Now, what I am trying to find out is when did the onion 
industry go on record saying: 

No contract for the sale of onions for future delivery on or subject to the 
rules of any board of trade in the United States shall be made by or through a 


member of the board of trade which has been designated under section 4 as a 
contract market. 
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How long have you had that kind of a formalized expression or 
tbat kind of an attitude of just no future trading on onions? 

Mr. Anson. I would say that that feeling developed about 6 years 
ago and has been growing in ever greater intensity since. 

You know, Senator, our business is a hazardous business. Call it a 
gambling business, if you will, because we take great chances. We 
have to gamble with the gr eatest element in the world, which is the 
weather. And, true, when this thing came in, there was a lot of 
people sold the gospel that this was the answer. Some of our potato 
friends had something to do with selling us the idea that that might 
help solve some of our problems. People are always looking for 
something or somebody to pull them out by their bootstraps.. We are 
not any exception to the rule. It takes you a little while to try some- 
thing, to find out if you like it, even though it may be bitter medicine 
that the doctor may give you. It may help you, cure you, or kill you. 
You don’t know. We found out after taking several doses of this, it 
wasn’t what we were looking for. And then the thing gained such 
influence over our marketing in Texas, the past few years, that it has 
just about put our early dealer out of business. 

Well, you put a man out of business and he is going to raise a fuss 
about it. And we are not noted in my State for sitting idly by and 
keeping quiet. 

Senator Humpnurey. That is characteristic of other parts of the 
country, too, I am happy to report. 

Thank you very much, Mr. Anson. I just wanted to get your 
observations on some of these points. 

Our next witness is Mr. Blocker. We are very happy to have you 
here. 

Mr. Buockxer. I am the only one from Minnesota. 

Senator Humpurey. One good Minnesotan can take care of an 
awful lot of problems. I am sure we will enjoy your testimony. 


STATEMENT OF WILLIAM S. BLOCKER, REPRESENTING THE 
SOUTHERN MINNESOTA VEGETABLE GROWERS ASSOCIATION 
AND THE HOLLANDALE MARKETING ASSOCIATION, HOLLAN- 
DALE, MINN. 


Mr. Buocxrer. My name is William Blocker. I am a grower of 
onions in Minnesota and represent the Southern Minnesota Vegetable 
Growers Association. I am a dircetor of and also represent the Hol- 
landale Marketing Association of Hollandale, Minn. 

There are more than 75 onion growers in all of southern Minnesota. 
There were 103 onion growers; however ; during the last 4 years 28 
farmers have been forced out of the onion growing. 

Of the 75 farmers now growing onions, a careful check in southern 
Minnesota shows that only 4 farmers are for the continuance of trad- 
ing of onion futures on the Chicago Mercantile Exchange. Or 71 of 
75 farmers are opposed to futures trading of onions because of the 
evils it creates. 

I have grown onions for 29 years. The last 4 years has been the 
first time that we have had loss results that many years in succession. 
I tried using the board as a hedge a few times when I knew I had a 
crop, but did not gain as against not having a hedge, the cash market 
on onions developed into being as good or better. Also on trading 
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on the board I had the worry about whether the onions would make 
delivery complying with the various exchange regulations. 

I, like many other farmers, disposed of the last of my onions during 
the last of February. I merchandised my onions regularly from the 
first of the year on. However, I was forced to sell the last of my 
onions the latter part of February because the Chicago onion futures 
were so low, down to $0.85 basis Chicago, that it seemed impossible 
to sell them. 

Two weeks later when the onion farmers including myself had sold 
their crop the board price jumped 75 cents per bag or an increase of 
$450 per carload, if anything, proving that there was no surplus of 
onions—but 90 percent of the distribution period the board prices 
were less than the growers cost of production. 

It seems with the futures trading, the board, if it is high, is high 
in the summer when we don’t have a crop to sell or high late in the 
spring after our creditors have insisted we pay them—in other words, 
at neither time is a small grower able to take advantage of profitable 
prices. It is understandable that an onion farmer owning 20 carloads 
of onions and very little cash is unable to compete with a Chicago or 
New York manipulator controlling 200 cars of onions and a large 
amount of money behind him. In other words, to the small onion 
farmers in the whole United States the exchange gives the manipu- 
lators odds of 20 to 1 against us. 

There was a time during the summer of 1956 that the board was 
as high as $2 per bag delivered Chicago. However, at the time the 
board was high my crop was only about half the required size for 
board delivery. 

July and the first half of August is a bad time for hail. Also, a few 
years ago a neighbor of mine sold 10 cars ahead on 60 acres that he 
planted. Hail hit the area and especially his field. He lost more 
than $10,000 because of this advance sale of onions that he contracted 
because his crop was of such poor quality. 

It is therefore impossible for a grower of 10 to 40 acres of onions— 
which is the average size in the late States to take a chance and hedge 
his crop. Also most of us have whatever money we have or were able 
to borrow tied up in our crops that we are out of money and it is hard 
for us to raise the money to put the margin for a futures sale. 

You haven’t heard with what we have put up. We have put up 
$300 to hedge a car on the board. If we don’t have the money, a 
broker will handle it for us for 10 cents a bag, which is $60 a carload, 
which is an awfully high rate of interest. 

Senator Humpurey. What does a carload of onions pay when the 
market is reasonably good? 

Mr. Biocker. You mean, what does it bring? 

Senator Humpurey. Yes. 

Mr. Biocxer. Well, 600 bags to the car—$1.50 would bring $900. 

Senator Humpurey. And you would have to pay $300 hedge? 

Mr. Biocker. Ahead of time. If the market advances high 
enough, I got to put up another margin. I don’t know the figures on 
that. Mr. Harris could tell you that. If it advances to a certain 
point, I have to put up another $150, is it, or what? 

Mr. Harris. There is a maintenance margin on the thing. I 


believe it is $200. Of course, you get that money back, unless the 


market goes against you. 
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Mr. Biockxer. But I have to have the cash in the first place to put 
it up. 

| borrowed money the last 3 years from the FHA in southern Minne- 
sota. I understand that neither the FHA or the PCA would loan 
money to farmers for hedging. In other words, neither of these 
Government aie ies thought that this would be good business—even 
in an attempt to protect their loans to those of us farming onions. 
The local bank will not loan to oniongrowers for hedging. 

Also, thinking as a director of the Hollandale Marketing Associa- 
tion, the futures trading of onions on the board has ruined our mer- 
chandising. The private brand of the marketing association, the 
Windmill brand, at times is delivered to Chicago for board delivery. 
Later when our manager tries to sell our onions in the Windmill brand, 
the jobber customer complains that he can buy the same brand at a 
much lower price. The second car had been delivered to the board, 
then put in cold storage—later when taken out with poor appearance. 
This carlot of onions, packed 6 weeks previously, was competing with 
our fresh pack. 

Onions are a perishable crop—this in itself provides an excellent 
opportunity for the manipulators of the onion futures trading to take 
advantage of producers. 

There has been an increase in the acreage and production of onions 
in the United States because of Chicago operators financing large 
acreages and advancing money so that the farmer can raise 200 acres 
where he previously only raised 20 acres or in some cases the farmer 
never raised onions before. 

Then these big farmers with orders from the Chicago operator grade 
and load 20 to 50 cars of onions—stall them on their big farm trucks, 
and deliver them to Chicago in 1 day. 

In other words, he does that when he wants the board to go down. 

This depresses the prices and upsets any possible merchandising 
plan for either the farmer or the jobber. The big operators are in- 
volved in so many deals and can raise the onions cheaper per bag that 
it is forcing many of our family-sized farmers out of onion growing. 

This is a bad condition in many ways. Mainly because it is a 
miserable condition for anyone to lose a lot of money and not be able 
to support their family in the only means they know how. Possibly 
also to lose everything they have saved over a period of years. Another 
thing if we could not borrow the money to keep going, we would lose 
the benefit of our investments in specialized onion machinery, ware- 
houses, and trucks. 

The exchange calls for delivery of onions to Chicago by rail or if 
delivered by truck a 15-cent-per-bag penalty is imposed. In recent 
years the merchandising has changed to such an extent that over 75 
percent of the onions produced in the country are moved by truck. 

In being moved by truck they are delivered to chainstores and 
others in part truckloads—that is, 200 bags each to 3 different cus- 
tomers. Now with the board calling for deliveries of onions by rail 
into only the city of Chicago, it disrupts the entire marketing proce- 
dure. Chicago people cannot possibly consume all of the onions that 
are shipped there for board delivery so they are in turn diverted to 
some other market not in need of onions on that particular day—so 
then both Chicago and other terminal markets become glutted and the 
market declines. 
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The onion farmers in southern Minnesota had some hope that the 
bad extreme fluctuations would be controlled when the Mercantile 
Exchange came under the supervision of the CEA. We thought then 
with the policing of this trading that short sales would be “limited. 
Also, the fact that the Mercantile Exc hange limited the short sales in 
the various options; however, hedge sales are unlimited. 

After 2 years it appears that where they used to have short specula- 
tive manipulations of the market we now have hedge speculators, 
giving the same bad results. If this evil practice continues it can 
become more vicious than ever before by threatening heavy deliveries; 
this is common knowledge to the trade. It seems that each time the 
exchange writes a new rule, the manipulators figure out a new and 
different way to outmaneuver the deal, creating still more disastrous 
results for the individual onion farmer. 

We used to sell to private concerns for shipment during the first 
weeks of November, December, January, and February; now we no 
longer have that. All the jobbers are afraid to take the risk as they 
mention with onion futures speculation they never know how lot 
prices will be. 

So because of onion futures trading we lost this market. For the 
above reasons the onion growers of southern Minnesota respectfully 
urge this committee to vote favorably on bills prohibiting futures 
tr ading x of onions in the Chicago Mercantile Exchange. 

Senator Hu MPHREY. Has this bill been discussed, Mr. Blocker, with 
your onion producers down around Hollandale? 

Mr. Buocker. Yes, sir. 

Senator Humpnrey. I mean you have gone into this in your asso- 
ciation meetings? 

Mr. Buocker. Yes, sir. 

Senator Humpurey. And the Southern Minnesota Vegetable Grow- 
ers Association? 

Mr. Buocker. Yes, sir. 

Senator Humpnrey. That is a much larger association, isn’t it? 

Mr. Buocxer. That is larger than the marketing association, be- 
cause there are also private concerns. I do business through the 
cooperative, but the other ones do business through private. But 
both of us belong to the southern Minnesota, or the national. 

Senator Humpurey. And your recommendation on behalf of the 71 
farmers, of the 75 onion growers, is for the adoption of these bills, one 
or both; right? 

Mr. Buocxker. Yes, sir. 

Senator Humpurey. I want to thank you very much. 

Mr. Buiocker. I have one more comment. 

The exchange has been making rules, like Mr. Harris said, in order 
to improve it. But because of grower pressures, they have been 
making these changes. And the rule they make themselves, they can 
change themselves, too, also with their own board of directors. Don’t 
get me wrong; I don’t mean the CEA rules. But the rules as a board 

of directors they make themselves, they can change them at any time 
through their own board of directors. 

For instance, they started the 1st of April instead of the 1st of May 
to take contracts for November. Even the 1st of May wouldn’t be 
late enough, because you can still plant onions after the 1st of May. 
And if the board is good at that time, they plant more onions and 
make an overproduction. 
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Senator Humpurey. Yes, sir. 

I have a letter here from the Riverside Truck Farm at East Grand 
Forks, Minn., a grower and shipper of onions, carrots, cabbage, and 
potatoes, in favor of continuing futures trading in onions. 

[ have a telgram here from David Bogue, of Portage, Wis., repre- 
senting 16 growers in the Portage, Wis., area, asking that the legislation 
S. 778 be adopted. 

I also note for the record that I have a letter from Mr. George 
Wilkens, secretary of the Minneapolis Grain Exchange, Grain Ex- 
change Building, Minneapolis, Minn., commenting upon the possibility 
of abolishing the trading in onion futures in commodity exchanges. 

Speaking personally, and not for the exchange, he feels that this 
would be an unfortunate and dangerous precedent. He says: 

To me it is a dangerous precedent that Government should consider a law to 
prohibit trade. 

And then he urges regulation rather than the prohibition. 

I thought I would just mention a few of these. 

I also have a letter from Mr. Verlon Welch, who is the director of 
the research and legislation division of the Minnesota Farm Bureau 
Federation, in which Mr. Welch states: 

For several years, the Minnesota Farm Bureau has been on record to eliminate 
trading in onion futures. It is my understanding that such a bill was passed out 
of the Agriculture Subcommittee last week. Because of the small volume of. 
onions traded, as compared to wheat, corn, et cetera, we believe that the futures 
market in onions has more disadvantages than advantages. Therefore, we 
respectfully urge your support in getting this bill favorably reported from the full 
committee and eventually passed. 

I also have a letter from Mr. F. H. Vahlsing, a grower and shipper. 
They are on record in favor of 8. 778. 


We would just like to go on record that we are in complete agreement with S 
778, a bill proposed to ban onion futures trading. 

That is signed by F. H. Vahilsing, Jr., of F. H. Vahlsing, Inc. 

I have a letter from Mr. 'T. R. Munson, of Paul D. Jones, Inc., 
of Hollandale, Minn. He asks for the elimination of onion futures 
trading and supports the legislation before this committee. 

I have a telegram from Mr. Ernest Campbell, president of the 
Colorado Growers and Shippers Association, Rocky Ford, Colo.: 

Understand Senate Agriculture Committee is giving final consideration to onion 
futures bill today. Suggest you advise members that onion trading on futures 
board is detrimental to onion growers because prices can and have been manipu- 
lated by speculators. We represent over 300 growers and shippers. 

That telegram is dated, to me, July 3. 

I have letters from Mr. Cornie Mullenberg, of Hollandale, Minn.; 
Mr. Al Veldman, Hollandale; Mr. W. L. Beck, from Hollandale; Mr. 
Jewel Nelson, secretary of the Southern Minnesota Vegetable Growers 
Association—all in support of S. 778. And Mr. Leo Brown, from the 
State department of agriculture, the State of Minnesota. 

Also, Mr. Albert Reynen, from Hollandale. ‘They all sent a tele- 
gram to me. 

Wild speculation with distortion of facts during past shipping season by Chicago 
manipulators on Chicago Mercantile Exchange trading onion futures caused onions 
traded on this board be lower than cost of production. This caused all onion 
producers late producing States suffer tragic losses. Sincerely pray you vote for 
S. 778. Also appreciate your contacting Agriculture Secretary Benson asking for 
onions account perishable crop be removed from futures trading. 
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And that was signed by Mr. Reynen, the gentleman that I referred 


to earlier. 


I have a letter from Mr. John E. Coleman, of John E. Coleman, 
Inc., 110 North Franklin Street, Chicago, Ill., who has stated that: 


Quite naturally we are directly opposed to the views of the group who have 


sponsored these bills. 


That is referring to the bills to prohibit futures trading in onions: 


During the past few years we have handled considerable hedging on the Chicago 
Mercantile Exchange for growers of onions in various parts of the country. 


He lists a number of the growers, a substantial number of growers 
that have hedged a part of their crop through John E. Coleman, Inc. 
I will make that a part of our record. 


(The list referred to follows:) 


A & M Ruderman Farms, Huntertown, 
Ind. 

Melford Bates, Prattsburg, N. Y. 

Arthur Bidwell, Prattsburg, N. Y. 

Lawrence Bourdo, Route 1, Shelby- 
ville, Mich. 

John Boysen, Route 1, Pine River, Poy 
Sippi, Wis. 

Kirk Carpenter, Prattsburg, N. Y. 

Harry and Carolyn Collier, Route 1, 
Doster, Mich. 

Wilson Damboise, Prattsburg, N. Y. 

Otis Davis, Prattsburg, N. Y. 

Sam De Salvo, Bath, N. Y. 

Robert Drew, Route 3, Fenville, Mich. 

shen mm Enterprises, Inc., Prattsburg, 


Wesley and Marion Hansche, 3301 
Rosalind, Racine, Wis. 

Jasperson Bros., Union Grove, Wis. 

Joseph Kremis, Box 392, Route 4 
Kenosha, Wis. 


’ 


Lopez Bros., Savannah, N. Y. 

James Mandolia, Prattsburg, N. Y. 

Markman Produce Co., Des Moines, 
Iowa 

— Bros. Muck Farms, Prattsburg, 
NiY; 

Piowaty Fruit Co., 1425 South Racine 
Avenue, Chicago, II. 

William Scholtens, Route 3, Grant, 
Mich. 

Leroy Sibberson, Route 1, Doster, Mich. 

Roy Simmons, 300 West First Street, 
Oswego, N. Y. 

Vanderveen Farms, Delavan, Wis. 

Jay Walters, Auroville, Wis. 

Walton Farms, Inc., 102 Main Street, 
Manchester, Mich. 

Charles Wetegrove, 
mondsville, Tex. 


Box 812, Ray- 


Senator Humpurey. I have a letter from Mr. Joe A. Boe, of 110 


North Franklin Street, Chicago, IIl. 


He says he was once a member 


of the Hollandale Marketing Association, Hollandale, Minn., as 
general manager from 1946 up until about a year ago. 
Mr. Buocker. I was on the board when he was there. 


Senator Humpurey (reading): 


About a year ago I resigned my position at Hollandale and came to Chicago 


to become an associate broker on the Chicago Mercantile Exchange, dealing 
mostly in onions. I have been vitally interested in the hearings in Washington 
on the bills to prohibit futures trading on onions, and recently I testified at a 
hearing in behalf of the trading, opposing the views of the group sponsoring the 
bills. I firmly believe that onion futures can play a very important part in the 
onion grower’s prosperity in that it affords him opportunities at various times to 
hedge a portion or all of his crops at a profit. This is rather an insurance against 
price decline and not a speculation. If the growers will use the exchange in this 
way, they will find thereby a steady outlet and stable method of merchandising 
their crop. 


And then he names a number of Hollandale growers who have used 
the Mercantile Exchange in the past few years and have found it 
profitable. And some of those growers have already wired to me. 
For example, Mr. Cornie Mullenberg, Mr. John D. Reynen, were two 
of those I had read who were in support of the legislation. 
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Mr. Buocxer. Well, you use the things that are there at that time 
to try to come out, although you still might be opposed to it. Mr. 
Boe used to be our manager, but we can’t go into that here. 

Senator Humpnrey. I have a letter from Mr. Hank Peterson of 
Moorhead, Minn. They are opposed to the bill; that is, Hank 
Peterson Farms. 

What we growers will have to do is cut our acreage from 4,000 to 7,000 acres 
because of our increase in yield from better culture methods and hybrid onions. 
At the present time | believe it would be best for all concerned to leave the 
regulations as they are. 

Mr. Buocxer. When the price was low last year, they couldn’t 
even ship their onions. When the board went up, a lot of these board 
members went up and bought those onions in order to get the boar! 
back down again. ‘That is when they loaded the tracks in Chic ago. 
They couldn’t move their onions because the freight rate was higher 
from northern Minnesota than from us to Chicago, and that specula- 
tion changed so big in February, personally I think that had a lot to 
do with it. They went up and got the onions and put them on the 
tracks in Chicago. 

Senator Humpurey. | have a telegram from Mr. C. Mullenberg: 

We earnestly plead you vote for 8. 778 for elimination of onion futures trading. 

Then I have your letter, Mr. Blocker. 

I have a letter from Mr. C. H. Burns, Burns & Bay, of Tampa, 
Idaho. 

Mr. Buocker. That is the same one Mrs. Pfost referred to. 

Senator Humpurey. Yes; that is right. 

I have a letter from Mr. Byron G. Allen, Commissioner, Depart- 
ment of Agriculture, State of Poe 

I have a letter from Mr. J. W. Rose, secretary of the aoe 
Onion Association. We have ‘already had testimony from the Na- 
tional Onion Association. 

Obviously, I have had a good deal of correspondence with Members 
of the Senate. I have a letter from the Governor of the State of 
Minnesota. I shall have that letter included as a part of this record. 
He refers to State Representative Edmond F. Conn of Freeborn 
County and Commissioner of Agriculture Byron G. Allen whom he 
says “have discussed with me the contents of S. 788.” 

Mr. Biocker. You see, the Southern Minnesota Vegetable Growers 
Association went up there as a committee. I was not on that com- 
mittee. 

Senator Humpurey. The Governor supports the position, as the 
result of advice and counsel of the commissioner of agriculture. 

Mr. Biockxer. | am on the marketing association. I am only a 
member of the Southern Minnesota. They sent me down here, be- 
cause to send two of us down here would cost too much money, and 
our onion growers haven’t got that much money. 

(The letter referred to follows:) 

STaTe OF MINNESOTA, 
EXECUTIVE OFFICE, 
St. Paul, April 4, 1957. 
Hon. Hunerr H. Humpurey, 


Senator from Minnesota, 


Senate Office Building, Washington, D. C. 


Dear Hupert: State Representative Edmond F. Conn of Freeborn County 
and Commissioner of Agriculture Byron G. Allen have discussed with me the 
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contents of S. 788, as introduced by Senator Neuberger for himself and Senator 
Morse, which has been referred to your Committee on Agriculture and Forestry. 
I have also learned that three similar measures have been introduced in the House 
of Representatives. 

From my study of the legislation, I find it is intended to amend the Commodity 
Exchange Act so as to prohibit trading in onion futures on commodity exchanges. 

My inquiries among commercial onion growers of Minnesota reveal that this 
proposed amendment meets with almost universal approval. The Minnesota 
citizens who last year grew some 3,600 acres of this crop, which had a market 
value of about $1,200,000, state that they must be rid of the burden of futures 
trading, if the industry is to continue at its present level. They further point out 
the fact that the practice of futures trading to a large measure has established, 
and will continue to set, the cash market price for this commodity, which nation- 
ally is too small in volume and too perishable in nature to be suited to this market- 
ing method. 

For a number of years a small group of brokers trading in onions have been able 
to manipulate the market at will. Their operations have consistently been on 
the bearish side, since it seems it is easiest to turn a profit in that direction. As 
a result, this practice has continually depressed cash onion markets. 

I have had cited to me a very good recent example of this method of operation. 
During February of 1957, due to supply and demand conditions, the market moved 
to a high of $2.20 per 50-pound bag. Immediately thereafter, when the bears 
assumed control, they decided to take the profits, and in a matter of weeks drove 
the market down to a low of 85 cents. This low was uncalled for, as evidenced 
by the fact that the futures market just prior to its close in March went back to 
$1.60 and even at that price some commitments remained open because of the 
shortage. 

I am aware that those opposed to this legislation have available large amounts 
of money for the fight to continue this practice, which has been carried on for 
the past 15 years and, according to the growers and their spokesmen, has during 
the past 4 years became increasingly disastrous to growers and shippers in Minne- 
sota and elsewhere. JI know, however, that in the interest of the onion producers 
you can be called upon to exert again your every effort in committee and with 
your colleagues in the Senate to bring this legislation to a vote before that body. 

Sincerely yours, 
OrviLLE L. FREEMAN, Governor. 

Senator Humpurey. I have a letter from Mr. Ryner Van Wyngren. 
He supports S. 778. 

I have a letter from Mr. Art Huston. 

Mr. Biocker. Another onion grower from my district. 

Senator Humpnrey. ‘‘Appreciate your voting for 5S. 778,’’ says 
Mr. Huston, along with other things. 

Mr. Carl Hoffman. 

Mr. Buocxer. Another onion grower from my district. 

Senator Humpurey. Mr. Ralph Stegenga. 

Mr. Buockxer. Another one. 

Senator Humpnrey. Mr. Theodore Spain, of Hollandale, Minn. 
He likewise says, ‘‘Please support Senate bill S. 778.” 

Mr. Robert Kraay; Mr. Peter Kleinpaste, of Hollandale; Mr. John 

Gerritsen, of Hollandsale—all growers. 
I am tired of being at the mercy of mercantile exchange futures trading on onions 
which has just been proven again to demoralize the cash market. The only answer 
is to eliminate futures trading on onions. Do everything you can to pass Senate 
bill 8. 778. 

Mr. Peter Louters, from Clarks Grove, Minn. Mr. Cornie Bothoff, 
of Hollandale. Mr. Paul H. Petran, of Albert Lea, Minn. 

And then I have a telegram here from Mr. Robert C. Liebenow, 
president of the Chicago Board of Trade, asking for hearings, stating: 
Proposed legislation in our opinion appears to be very extreme and could establish 
dangerous precedent. 





| 
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I want to make all of that a matter or record. 
(The telegram follows:) 


Cuicaco, Itu., July 30, 1957. 
Hon. Huspert H. HumpuHrey, 


Senate Office Building, 
Washington, D. C. 


Feel that all interested parties should be heard prior to committee report in re 
8.778 and 8. 1514. Proposed legislation in our opinion appears to be very extreme 
and could establish dangerous precedent. 


Ropert C. LIEBENOw, 
President, Chicago Board of Trade. 

Mr. Brocxer. I would like to add one more comment about this 
fluctuation of prices during the 1930’s up to 1947, I believe it was, 
being more than the fluctuation from 1947 to 1955. The highest 
price | ever received for onions was in 1932, when the rest of the 
country was in our worst depression, was $7 a bag, delivered to 
Minneapolis by truck, 100 miles from me. And that was supply and 
demand, and fluctuation is supply and demand. But I never received 
$7 a bag or heard of anybody receiving that through board trade. 
And I am satisfied to go back to supply and demand without the 
board. 

Senator Humpurey. Thank you very much, Mr. Blocker. 

I believe that we will recess and come back at 2:30. 

(Whereupon, at 1 p. m., the hearing was recessed, until 2:30 p. m., 
of the same day. 

AFTERNOON SESSION 


Senator Humpurey. Mr. Kempley, from Montello, Wis. We wel- 
come you here for your testimony. 

is Mr. Kempley present now? Yes. 

Mr. Shelly? Mr. Porter? Mr. Farmer? Mr. Terpstra? Yes. 

I present you greetings from Senator Doug las. Mr. Allan Ritz, 
and Mr. Thomas Graves? All our witnesses are here, then. 

Go right ahead, Mr. Kempley. 


STATEMENT OF CHESTER W. KEMPLEY, MONTELLO, WIS. 


Mr. Kempiey. Mr. Chairman and members of the Agriculture Sub- 
committee, I am Chester W. Kempley, of Montello, Wis. I make my 
entire living by farming onions on land which has been in my family 
for four generations. 

[ appear here today to state why I oppose the proposal before you 
to ban futures trading in onions. 

[ use the onion market for hedging purposes and have used it in 
this manner profitably and satisfactorily for many years. I will be 
glad to submit for the record details of my hedging operations if the 
subcommittee would care to have them. 

Many other growers hedge in the onion market as I do. 

If the Congress approves a measure to end futures trading in this 
commodity, I will lose the privilege of insuring my crop against a 
possible decline in price. If I wish to continue to grow onions, I will 
have to assume the entire risk of those unforeseeable changes in price 
which affect most commodities. 

Since there is no Government floor for onion prices, I will be thrown 
to the wolves and left to hope that somehow everything will turn out 
all right. 
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Anyone who grows onions today knows that it is a costly business. 
In Marquette County, we plant our crop between April 20 and May 
10 and harvest it from around August 15 to about September 10. 
I put between 80 and 100 acres of onions into the ground each year. 

My growing costs, after deducting for depreciation of machinery, 
my own labor, and so forth, average approximately $200 per acre. 
Shipping the onions to market costs me an additional 50 cents per bag. 

It hardly need be said that onion prices are extremely fluid. Before 
there was any futures market they fluctuated. They have fluctuated 
since the futures market was inaugurated and, in my opinion, they 
are going to fluctuate a lot in the future, regardless of the fate of 
futures trading, unless, of course, some means of preventing over- 
production is Taneivene: 

I might add in this connection that onion prices have been more 
stable, relatively, since the inception of futures trading than previously 
when there was no way for growers to protect their investment through 
hedge insurance. 

The Government’s figures show that they have been more stable 
since futures trading than they were before. 

With today’s high fixed costs of production, hedging has become 
a most valuable privilege, the continuance of which could mean life 
or death to the grower. Without it, many of us could be wiped out 
by a couple of consecutive bad years, 

Every one of vou knows that inflation has put a terrific squeeze on 
the farmer. The price of practically everything he needs is fixed by 
others, and when prices move they invariably go higher. 

The onion farmer, on the other hand, has a product which is con- 
trolled by the law of supply and demand. One of the main problems 
of the onion industry in recent years has been heavy and chronic 
overproduction. The use of new hybrid seed and new and more 
efficient cultivating and handling methods have helped swell the 
surpluses, which bear down hevvily on the price of the commodity. 

Overproduction is the fundamental problem facing this country’s 
onion producers, and in my opinion they should be trying to solve it. 
I think it is unfortunate that some of them have been deceived into 
thinking that the exchange is to blame for all their troubles. 

Perhaps one of their difficulties is a short memory. In 1952 the 
average price per 50-pound sack was $2.15, but in 1953 production 
increased by 6,840,000 sacks and the average price fell to 56 cents 
per sack. 

The severity and suddenness of the decline angered the growers 
and they hunted around for a convenient scapegoat. Some influential 
members of the industry dropped the word that the exchange was to 
blame, and the campaign to end futures trading began. 

Apparently they forgot that back in 1931, long before the exchange 
existed, prices averaged $1.01 a sack. The next year production rose 
by more than 7 million bags and the price fell to 27 cents. For the 
next 9 years, onion prices averaged only 53 cents a bag. 

The futures exchange couldn’t have been responsible for prices in 
those days. 

The futures market offers me protection which, quite frankly, has 
meant the difference between profit and loss in several seasons. The 
futures market is indispensable to many of us producers. I believe it 
is true that the percentage of actual onion farmers using the market 
to hedge is greater than fn almost any other commodity. 
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I have heard wheat farmers and other growers say that they never 
enter the futures market. Onions are a different story, however. 
For example, I would estimate that fully 50 percent of Wisconsin’s 
production is hedged. 

If it is used properly, the futures market is an extremely valuable 
tool to producers like myself. It is a tool like a tractor or some other 
valuable piece of farm machinery. I can see no logical reason to 
deprive the onion grower of that tool. 

It is not difficult to discern the origin of much of this antimarket 
sentiment. I know growers who speculate in onion futures contracts 
instead of securely hedging themselves. When they lose money the 
point their burnt fingers at the exchange. 

Others both hedge and speculate. hey accuse the market when 
they lose. 

I know others who raise 100 or 200 acres as a sideline and don’t 
like it when they lose. 

Then, too, many onion growers are not familiar with the futures 
market, and when someone tells that futures trading is responsible 
for price declines, they believe the stories to be true. 

May I add a little something there? 

Senator HumpHrey. Please do, yes. 

Mr. Kemptey. I think you will find—I know in our neighbor- 
hood—the bulk of these growers will undoubtedly, in the course of a 
year, spend anywhere from a week to 2 weeks going to meetings, 
their colleges and around the different States to these different 
meetings, learning to produce more onrens. 

Senator Humpurey. Yes. 

Mr. Kemper. But I would not say there would be 1 grower in 
20 that would take the time to go to Chicago, to the Mercantile 
Exchange, and spend 2 days down there to learn something about 
the marketing of his commodity. 

I think, in fact, several of these people who have testified in front 
of you today likely never entered the Mercantile Exchange, and 
they are very welcome there, and I think if these people put a little 
more study on the marketing of their commodity, they would be 
better off. 

Senator Humpurey. Have you gone down to the Mercantile Ex- 
change to find out how their operation works? 

Mr. Kemptey. Yes. I tell you, I started growing onions in 1937, 
and I was in a little area up there. We had some muck land on the 
farm, and I did not know anything about the business. 

So we planted onions. We got a big yield. And after we had 
them, what did we do with them? 

Well, at that time we had very few cash buyers, and I know lots of 
times these buyers came in and took advantage of me, bought my 
onions from a dollar to a dollar and a half less than the actual value 
of them was. That was before we had any central market. 

And I know several other growers in Wisconsin, the same thing 
happened to them. 

You see, what the futures market has really done, that we have 
always had speculators in the onion business, but we used to have a 
different type of speculator. The speculator we used to have would 
go out and buy the onions in the fall and he would have his own stor- 
age or get the farmer to store them until a later date. 


96223—57 —6 
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I think—I do not have the exact figures and could not quote you 
the penny—I think the rate, the price differential between your early 
fall, say September and October, and January and February, used to 
run about 75 cents a bag. 

And I think in late years, this price has been down around 15-20 
cents a bag. 

You see, “what the futures market has done, it has caused a different 
type of speculator to carry the risk, and this way, you see, you can 
hedge your onions. You sell them—lI do not think any more of selling 
onions on contract than I do—we grow peppermint, and also grow 
some crops for the canners, like sweet corn or something like that. 
In fact, we have got such an investment in equipment and machinery 
and things like that, that I came to the place, I tried to run my farm 
on a businesslike basis, and I just do not plant any crops that I 
cannot contract ahead of time. 

And it is no worse to contract a crop of onions than it is your 
other crops to your canners or your mint oil companies or whatever 
you want to contract on. 

Senator Humpurey. What about this argument that has been made 
here, Mr. Kempley, about the expense involved in hedging? 

Mr. Kempuey. Well, I think possibly I was one of the people 
instrumental. 

You see, in the early period in the futures market, we had to put 
up a margin and maintain it ourselves. Well, our small local banks 
had a limit on the amount of money you could borrow, and say we 
had 50 or a hundred cars of onions, likely this limit these local banks 
could have would be between fifteen and twenty thousand dollars 
is the most money we could get from them. 

Like they say, you are a person hedging in onions at a dollar and 
a half, and we came in with a short crop of onions, and you have the 
actual onions and they could run the price to five, six dollars, 

Then, you see, even if you have the onions, while waiting for a 
delivery month to deliver the onions, you have to maintain this 
margin. 

Well, at that time, it was a little hard. But we finally got the 
brokers to go along with us on this deal, and they underwrite our loans 
with these Chicago banks that understand a hedging operation. 

Now, our brokerage runs $22 a car, and I think most of the people 
charge $60 a car to carry these hedges. 

If they do not have to put up over the original $300 margin, it could 
seem like quite a rate of interest. But there is a certain risk involved 
there, and the need for any amount of money may arise. 

You see, when you go into a hedging operation, you just dare not 
run short of money, that is all. 

Senator Humpyrey. Yes 

Mr. Kempuey. You see, this would only amount to 6 cents a bushel 
for carrying charges for this, and if you delivered the onions, this 10 
cents is the only brokerage charge on it. 

Well, all the cash dealers I know of charge you 10 percent of the 
selling price of these onions, and in connection with this, there is a 
certain dealer—now, we do not try to deliver on the futures market. 
Sometime or other, through the deal, we can lift our hedge and sell on 
the cash operation. 

Now, we let the person who buys our onions ditt the hedge. We sell, 
like our freight and expenses into Chicago is 25 cents, so when we get 
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ready to sell onions we tell our cash buyer to lift our hedge at 25 cents 
under Chicago, and that is the price he pays us for the onions, regard- 
less of what they go up or down. 

And, you see, that way you can protect, when you have got a profit, 
profit on your crop, you can go in and sell your onions, and that has 
relieved us of a lot of worry on the scale of financing. 

And also, our banks up there will not make any loans to the onion 
growers unless they have got enough onions hedged to take care of the 
loans, because in that way they are sure of getting their money back. 

And you brought up the point that this seems like a lot of gambling 
on the mercantile exchange. But what I think is gambling is where 
you go out and invest from $200 to $300 or $400 an acre in this land, 
and just take a chance on the price you are going to receive from that 
crop. You are just taking a stab in the dark, and have no idea what 
you are going to get. 

That seems to me the very worst form of gambling you can take 
That is much worse than selling your crop. 

And I will go on now. 

Senator Humpurey. Thank you very much for your information. 

Mr. Kemptey. As I see it, no one forces a grower to speculate on 
the onion market. Therefore, if he loses, he has only himself to 
blame. 

No one feels stronger than I that the futures market in onions 
should be properly administered. The market may have been sub- 
ject to manipulation in the past, and obviously that situation should 
be corrected for everyone’s benefit. 

The exchange and the CEA have carried out a number of reforms 
for this purpose. Press accounts referring to the CEA report have 
stated that the exchange was not involved in the price gyrations 
last February, and that as far as the onion market is concerned, 1956 
was an unusually stable year. 

I can tell you a little jennebinns about this big rise they had in 
prices. We had cash onions at that time, and “all my neighbors 
shut their grader off, They stopped selling onions, and I had about 
2 weeks, I kept right on moving, and I had 2 weeks of the very best 
cash onion business I have had during this 3 years, during which 
this price rise was on. 

And what caused this rise was just due to the growers just stopped 
selling onions, and invariably when they do that the market goes up, 
and I think it was blamed on the exchange. In fact, I have a 
neighbor, in fact, I read his letter there, he had onions bought specu- 
latively. He is a grower, and he had them bought for about a dollar. 

He said, ‘““‘When the market gets to $2,” he said, “Il am going to 

take my paper profits,” and he also had 30 cars of onions, and he 
said, “I am going to sell my onions at that time.” 

But the $2 came and w ent, and he did not do either. And so he 
tinally ended up dumping some of the onions. 

Senator Humpurey. Did he think the price was going to go up a 
little more? 

Mr. Kemptey. That is right, and to be truthful, I do not think 
this futures market has anything to do with this. You see, it is this 
problem of overproduction. 

It may seem at times like there is a lot of onions delivered into 
Chicago, but the only time that that ever happens is when you do not 
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have any cash buyers for your onions or else somebody gets in and 
holds this price up artificially higher on a futures market than they 
do on the cash market because we, as growers out there, we are not 
very anxious to deliver these onions into the market only as a very 
last resort. 

If this is accurate, it is difficult to understand the renewed pressure 
to stop all futures trading, unless, of course, such pressure emanates 
from individuals who think they stand to gain personally thereby. 

It is history that in the days before onion futures trading, a few 
well-financed, well-informed individuals acting in concert could 
influence the course of prices in a matter of hours. I doubt that the 
majority of producers would welcome the return of these gentlemen. 

Nevertheless, some growers apparently have been convinced that 
the exchange is behind most of their troubles, including low prices. 
Again I would like to refresh their memories. 

I began raising onions in 1937. There was 1 acre and it yielded 900 
bushels. The bags alone cost us 12 cents apiece, and in those days 
you couldn’t get more than 32 cents for a bag of onions. 

Later, in 1941, I raised 5 acres and made a profit at it during the 
war years and immediately afterward. But I didn’t make as much 
as some of the cash buyers, who would come into the State and buy 
our crop for what we later learned was $1 or $2 below the market. 

We had no way of knowing what prices out-of-State growers were 
receiving, and there would be the same lack of information about 
onion prices today if the futures market for our commodity were 
destroyed. 

Perhaps the Government would state a price, but the Government 
would not support it by buying our onions. Nor would the Govern- 
ment’s reporting system be in a position to provide automatically and 
instantaneously the information which we now receive via the futures 
exchange. 

As you gentlemen are aware, the campaign to kill onion trading is 
being led by the National Onion Association. 

In my opinion, this group does not represent the growers. At 
least, as far as I know there are only about half a dozen members in 
my State of Wisconsin. It seems to me that the association has seized 
upon the exchange issue in an effort to build itself up. 

When I testified before Congressman Grant’s subcommittee in the 
House this spring, I said that a couple of years ago I had heard Mr. 
Baldwin, head of the National Onion Association, state that he only 
wished he could return to the good old days when some of the growers 
could get together, make a phone call or 2, run up the market by 
50 cents a bag. 

Certainly this is strange talk from a man dedicated to abolishing 
commodity trading. 

Of course, Mr. Baldwin may always work to put the market up, 
but if “the good old days’ return, there is the chance that a group 
might get together and figure out that there was more money to be 
made by driving prices down. 

And in support of this figure, personally I myself at times have been 
caught when I sold my onions to them, and 2 or 3 days later the price 
would be up a dollar or more a bag. 

Actually, however, I suspect that whether the futures market lives 
or dies, such “good old days” are gone forever. Purchasing policies 
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and methods have changed, and chain buyers are increasingly impor- 
tant. 

Incidentally, I know of no farmers who grow perishable products 
without futures markets who are particularly pleased with their 
situation. One of their main troubles is that their cash markers have 
a curious tendency to soften when their produce is going to those 
markets. 

Because futures trading in onions broadens our market, it is less 
vulnerable to the big buyers of our produce. 

Futures trading provides the grower with other benefits in addition 
to those I have already indicated. For example, if my onions are in 
storage and I need money to finance myself, if these onions are hedged 
and there is proof in the form of a U. 8. 1 onion warehouse receipt, I 
can go to the broker in Chicago and usually get up to 90 percent 
of the value of the onions. 

As matters stand, the onion farmer receives no support prices and 
no special treatment from the Government. Then along comes a 
campaign to deny him the use of the futures market. My right to 
hedge on this market is my sole form of price protection, and my 
personal fortunes and those of other growers rise or fall according to 
that price. 

Perhaps more growers should use the market, but that is not my 
fault, nor that of those who use the exchange for hedging and not 
speculation. 

Mr. Chairman, I believe that the extinction of the futures market 
would be a terrible mistake. The entire industry would suffer and, 
most of all, the growers. 

I would be hurt; that much I know. Moreover, as a citizen and 
taxpayer, I regard the proposal to abolish futures trading in onions 
as drastic and radical legislation. If my information is correct, 
neither the House nor Senate has ever approved a bill to abolish 
futures trading in any commodity, even though many such bills 
have been introduced. 

For myself and those like me who need the positive benefits of an 
assured, insured futures market, I urge that you permit it to remain 
so that we who need it will have it. 

The only way that I would ever like to see this market, if it is 
abolished, I would like to see the Government come in and support 
the price of our onions at a hundred percent of parity; and there is 
another point I brought up. 

Now, there are people abe have been here from the West, Idaho and 
Oregon and Texas, and testified at this meeting their onions are not 
deliverable on our market, and what, in effect, this is doing is saying 
we should not grow enough onions for the month of March or in the 
fall of the year. I do not think that that approach should be used to 
abolish our market. 

Now, last spring the United States Department of Agriculture came 
out with a recommendation to cut the onion acreage 10 percent. 
Instead of the 10 percent cut that was recommended, we had an in- 
crease of 15 percent; and in the last 5 years, through the increased 
knowledge that we have, the production of onions has increased 38 
percent on the same acreage. 

And that is our trouble more than a futures market or not one. 
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Senator Humpurey. I think you made that point, Mr. Kempley. 
I am going to have to ask you to draw your testimony to a conclusion. 
I have 7 or 8 witnesses left and only 1 day to hear them. 

Mr. Kemptey. Thank you very much. 

Senator Humpurey. We appreciate your kindness in coming and 
have your point of view well registered. 

This is Senator Neuberger, one of the main authors of the bill 
before us, S. 778. Senator Neuberger, we are very happy to have you 
here. Your colleague, Senator Morse, testified this morning, as did 
Representative Gracie Pfost of Idaho. 

Would you like to proceed. 


STATEMENT OF HON. RICHARD L. NEUBERGER, A UNITED STATES 
SENATOR FROM THE STATE OF OREGON 


Senator NeuperGer. Mr. Chairman, you are very kind. 

Warren Farmer is here from Nyssa, Oreg., and I wish he would 
come up here to the table. I am going to give him my time, be- 
cause 

Because I feel he has some important facts to relate. I am going 
to ask your indulgence to put my statement in the record, along with 
my testimony before the House committee and an accompanying 
letter that I believe is pertinent. I also ask that a telegram just 
received from Mr. George Schmidt, Willamette Valley onion grower 
from Brooks, Oreg., be inserted in the record. 

Senator Humpurey. The letter from Cliff Bishop has already been 
inserted in the record, but we shall be glad to insert your statements 
and the telegram from Mr. Schmidt. 

(The material referred to is as follows.) 





STATEMENT FiueEp BY SENATOR NEUBERGER 


Mr. Chairman, I am very pleased to be able to appear before the Subcommittee 
on Agricultural Research and General Legislation which is presided over by 
Senator Humphrey. 

I am joining with other members of the Oregon delegation in Congress in my 
appearance today. You have heard from Oregon’s senior Senator, Wayne Morse, 
and Representative Al Ullman, in whose district many carloads of onions are 
grown, will submit his testimony today. As I say, we are united in support of 
the position taken by the Oregon growers. 

I realize that time is limited and that the subcommittee is endeavoring to hear 
both the proponents and opponents in the one day allotted to hearings on the 
measures which would amend the Commodity Exchange Act to prohibit trading 
in onion futures in commodity exchanges. My remarks will be brief. It is much 
more important, Mr. Chairman, that we give this valuable time to farmers able 
to speak from personal experience on the effects of futures trading in onions. 

It was on January 23 that I introduced §S. 778, 1 of the 2 bills referred to the 
Senate Agriculture Committee which would prohibit this trading. I would just 
like to say that I had the privilege of meeting with representatives of the Malheur 
County Onion Growers Association in Ontario, Oreg., last October. We discussed 
this subject of futures trading at length. It was their judgment that regulation 
would not correct the problems that beset the industry. Only abolishment, they 
believed, would assure the balance between demand and supply that would enable 
these onion growers to continue in the business of growing onions. I assured 
them that I would introduce legislation. This I did, as 1 just mentioned, on 
January 23. Mr. Chairman, I would like to ask unanimous consent to introduce 
into the record my statement of May 2, submitted at the time hearings on similar 
measures were held by the House Agriculture Committee. 

At this time I would like to present a member of the Malheur County Onion 
Growers Association who will testify in behalf of his fellow members, and for 
members of the Idaho Onion Growers Association, and the Idaho Shippers 
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Association. Mr. Warren Farmer is from Nyssa, Oreg. Nyssa is in the Snake 
River Valley where impounded waters of the Owyhee irrigate hundreds of acres 
of sugar beets, and potatoes, as well as onions. 

I know the Committee will be very interested in the information Mr. Farmer 
is prepared to offer at thistime. Again, let me thank you, Mr. Chairman, for your 
courtesy in arranging this hearing on 8. 778 and Senator Potter’s bill, 8. 1514. 


STATEMENT OF SENATOR NEUBERGER BEFORE THE House AGRICULTURE 
ComMITTEE, May 2, 1957 


Mr. Chairman, it is always a privilege to appear before the House Agriculture 
Committee. The courtesy and graciousness of your chairman, your members and 
your staff is remarked by all who have occasion to come before you. 

This past fall I visited Malheur County, and in Ontario, on the Snake River, 
I met with a delegation representing the Malheur County Onion Growers Associa- 
tion. Mr. Chairman, the members of that farmers’ organization are the men who 
produce the commodity that brings us together here today. From the time their 
ground is prepared until their last sack has been marketed, they devote their 
energies to the strenuous and exacting tasks of the farmer. And under the 
present system, many of their hours away from the field are expended in anguished 
study of what happens in the commodity exchanges where onions are a speculative 
product in futures trading. The onion growers with whom I met were very 
definite about one thing. They wanted a bill introduced early in the 85th Con- 
gress which would amend the Commodity Exchange Act to prohibit trading in 
onion futures in commodity exchanges. I promised them that I would submit 
such a bill. On January 23, I introduced 8. 778. Senator Potter, the senior 
Senator from Michigan, introduced a similar bill. In the House, a number of 
companion bills were introduced; among those offering them were Representative 
Gracie Pfost from Idaho and Representative Al Ullman from Oregon. In their 
respective districts are grown hundreds of ears of onions. 

The provisions of these bills amend the present act by inserting after section 4i 
the following new sections: 

“Sec. 4 (j). No contract for the sale of onions for future delivery on or sub- 
ject to the rules of any board of trade in the United States shall be made by or 
through a member of a board of trade which has been designated under section 4 
as a contract market.” 

“Sec. 2. This Act shall take effect on the first day of the first month which 
begins more than thirty days after the date of its enactment.” 

Judging by the letters I have received from growers in recent weeks, I was 
well advised in submitting this bill. Events subsequent to its introduction, in 
the judgment of the Malheur County growers, has reemphasized and reconfirmed 
the need for this legislation. 

Last year, it will be recalled, many of those here today testified before this 
same committee in behalf of H. R. 7920. That bill, too, would have abolished 
the futures trading in onions in the commodity exchanges. In their report on 
the bill, the Department of Agriculture advised against favorable action. It 
was the Department’s wish that stricter regulations which were being imposed 
on trading in onion futures be observed and studied before trading was stopped 
by legislative enactment. 

The committee bowed to the request and judgment of the Department. An- 
other year has passed; the growers have faithfully observed the results of the 
restricted operation, and they are not satisfied. 

Let me say at this point, Mr. Chairman, that I have not received a single let- 
ter from Oregon voicing opposition to these bills to prohibit trading in onion 
futures. Rather, the story I get is that in Oregon everyone conversant with the 
situation of the onion growers favors the enactment of the proposed legislation. 

The attitude of the growers on this subject was clearly enunciated by a resolution 
issued by the Malheur County Onion Growers Association which states: 

“1. Whereas onions to be delivered on the mercantile exchange are permitted 
to be traded 5 months ahead of planting (11 months before delivery) ; and 

“2. Whereas this early trading tends to increase plantings which lead to in- 
creased production and depressing prices at harvesttime; and 

‘3. Whereas most oniongrowers cannot use the futures market for hedging 
because they do not have sufficient funds available to put up the original margin 
and meet possible margin calls; and 

“4. Whereas it has been possible for a trader on the exchange to corner practi- 
cally all physical onions delivered on the exchange, thus creating a depressing 
effect on the market; and 
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“5. Whereas these practices in the futures trading of onions has disrupted the 
orderly marketing of the crops and resulted in financial loss to growers: Therefore, 
be it 

“Resolved, That the Malheur County, Oreg., Onion Growers Association take 
immediate action for national legislation to secure permanent abolishment of 
onions from futures trading.” 

I think it is revealing to note the comments that bob up in a rather extem- 
poraneous Manner, oceasionally, in the bulletins issued by trading members of 
the board. On February 1, for an illustration, Kelly-Black Co., Inc., stated, 
“The price on medium onions in the cash market started gathering momentum 
this week. It started first at the farm level with the shippers not able to sell at 
the increased price that the farmers were demanding. By the end of the week 
he (the shipper) was able to make the receiver pay the price and the cash picture 
appeared to be on solid ground after the recent advance. Subsequent moves 
depend upon rate of movement of present supplies and weather developments in 
Texas * * *,” 

On February 8, a bulletin from the same firm said, ‘‘The cash markets are in a 
turmoil after the action of the board Thursday and Friday. Up to the middle of 
the week, the buyers and sellers were having difficulty getting together on prices. 
Now no one knows what to pay or what to ask, and it will probably take a few 
days for this condition to correct itself. Naturally, there is much more of a 
tendency for the farmer to be willing to move supplies.” 

And then, on the 15th of February, this statement appears in that firm’s 
bulletin: ‘“‘As a clearinghouse member of the exchange, we cannot help but be 
aware once again of all the criticism that appeared during this past week among 
the growers as the market fell rapidly from its highs. Quiet has reigned, more or 
less, about the board for some months. Once again, they are fighting to abolish 
it. All business makes mistakes and, in the past, the exchange May or may not 
have made their share of them.” 

It was in these very days of February that the price of onions declined 0.81 in 
one 3-day period. Iam no onion trader, but I am told that the market was almost 
completely demoralized in that month and near panic ensued. March futures 
made a high of 2.20 on February 4, were at 1.39 on February 7, were at a low of 
0.85 on March 6 and then, with an awareness that burdensome supplies of onions 
were not on hand, closed out on March 22 at 1.60. 

Spokesmen for the onion growers among my constituents charge that this 
decline and partial recovery was primarily the result of manipulations. 

In February, I had a very interesting letter from a member of the Chicago 
Mercantile Exchange. His letter, by the way, is 1 of 3 or 4 I have received 
opposing this contemplated legislation. The writer points to activities of growers 
in use of the exchange which, he charges, is manipulation by growers. erhaps 
it is. It seems to me, Mr. Chairman, that this is admission by an exchange 
member that futures trading on onions is, in fact, susceptible to manipulation. 
It is this very susceptibility inherent in the system which disturbs many of my 
oniongrower constituents. 

I must comment on just one other of those very rare letters of opposition I 
received. It ends with the impassioned plea, ‘We trust you will consider not 
only our interest, but the interests of the many who use the futures market suc- 
cessfully and not take away our great American heritage of free independent 
enterprise.” I am sure the nearly 200 members of the Malheur County Onion 
Growers Association, who desire to be more directly influenced by the simple 
law of supply and demand, will be startled to know that their wish is inimical 
to free enterprise. I am further surprised that, if this is actually the problem 
we are considering, the report from the Department of Agriculture failed to warn 
the Senate and House Agriculture Committee chairman of this fact. The report 
from the Department, with a show of neutrality, merely summed up their esti- 
mate of the bills by saying that should such legislation ‘‘receive the approval of 
the Congress, however, we are of the opinion that its enactment would not 
significantly affect the marketing or distribution of onions.” 

Mr. Chairman I wish the Department had assumed a bolder role than that 
exhibited by the above-quoted statement. Iam sure that the farmers who look 
to the Department as their advocate are disappointed with the report. The 
united front that I have seen arrayed by Oregon growers in opposition to present 
practices in futures trading convinces me that it is sheer effrontery to impose 
on these growers a system that they wholeheartedly condemn. 

It is with that statement that I conclude my remarks and urge your com- 
mittee to give your approval to the proposed legislation. I would also like to 
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ask your consent to include with my remarks a letter from Cliff Bishop of 
Ontario, Oreg. 


(The statement and letter follow:) 


Brooks, Orec., August 12, 1957. 
Senator NEUBERGER, 


Washington, D. C.: 


Urgently urge your support of passage of bill banning onion trading on futures 
market. I grow 200 carloads of onions and ship around 750 cars per year out of 
an average of 2,100 cars raised in western Oregon onion deal. 

Respectfully yours, 


GEORGE ScHMIDT, 
Labish Brokerage Co. 

Senator Neuspercnmr. I just want to say this, before I present Mr. 
Farmer, who is from Nyssa, in the Snake River Valley where the 
impounded waters of the great Owyhee irrigation project make 
possible hundreds of acres of row crops of which onions are one. 

You may remember that some months ago you and I had a ver 
illuminating discussion on the floor of the Senate about crops whic 
were supported and those which were not supported. 

Senator Humpnrey. Right. 

Senator NeuperGcer. And I was informed, as I always am in my 
discussions with you on all questions, and particularly agriculture; 
you and I decided there were other things which the Government 
could do for crops which did not share in price supports and similar 
benefits. 

It seems to me we have before you today, Mr. Chairman, a prime 
example of this. Here is a crop which is not supported, which does 
not share in price supports, and has not done so under either major 
pentiens party. But here is an opportunity to protect these people 
rom speculative exploitation and to give them some control over 
their own market. 

I promised I would be brief, so I am going to present Mr. Farmer, 
who knows a lot more about this and who comes from our State. 

Senator Humpurey. Senator, I want to thank you, and I want the 
people of Oregon to know that Senator Neuberger has been exceedingly 
diligent in seeking the object of his legislation, not only in the personal 
contacts but in letters and statements to this committee; and we are 
holding these hearings because of his initiative on this matter. 

Mr. Farmer. 


STATEMENT OF WARREN FARMER, REPRESENTING THE SOUTH 
WESTERN IDAHO ONION GROWERS ASSOCIATION, THE 
IDAHO GROWERS-SHIPPERS ASSOCIATION, AND THE MALHEUR 
COUNTY ONION GROWERS ASSOCIATION, NYSSA, OREG. 


Mr. Farmer. Thank you, Senator. 

Senator HumpHrey. Weare very happy to have youhere. You are 
representing the South Western Idaho Onion Growers Association, 
plus the Malheur County Onion Growers Association of Nyssa, Oreg.? 

Mr. Farmer. Yes, sir. 

Honorable chairman, Senators and guests: | am Warren Farmer, 
a grower of onions in Malheur County in eastern Oregon. 

This morning there were between 50 and 60 migrant workers 
picking up potatoes on my place. They probably harvested 4 or 5 
acres of potatoes, probably 3 carloads, and I hope they got them up 
clean and into the packing shed without any windburn. 
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My regular help supervised these migrant workers, and I only hope 
they all did their jobs like they would if I were at home. 

The reason I left in the middle of my potato operation is that I also 
have 26 acres of onions to sell and I want to talk to you gentlemen 
about selling onions. 

I represent Malheur County Onion Growers Association and I am 
one of their directors. I also represent South Western Idaho Onion 
Growers, and Idaho Grower-Shippers Association including Malheur 
County. The latter is the official organization of handlers for our 
district. 

If you have had occasion to refer to the record of hearings held by 
the House committee on this matter of onion futures, you will note 
that Charlie Burns of Idaho Grower-Shippers, and Doug McGinnis of 
South Western Idaho Growers have testified at three separate hear- 
ings. These men did not have time at all to get away and have 
asked me to represent their groups. ‘This means that I speak for the 
total of 400 onion growers and 30 shipping firms. 

Now about selling these onions. My crop has been very costly to 
grow this year. I want to get as much for it as I can. On the basis 
of my experience last year, it looks like I’ll have a tough deal to buck 
unless we can do something about futures speculation. Last year I 
started selling onions the first of the year at $1.10 a bag. Figures on 
onion supplies put out by both the USDA and the National Onion 
Association made the late market picture look pretty good. 

At this point I decided to hold for a further market rise and didn’t 
sell for a while. During this time my neighbor sold his onions, and 
his best price was $2. 50 a bag. This looked pretty good, so | got 
ready to go again. At about this time there was quite a flurry in 
onion future sales on the exchange and I found that there was little 
or no demand for about 10 days. 

Mv next sales, the last of Fe bruary, brought me $1.55 a bag, and by 
the time I had cleaned up my crop, I got $1.10 a bag. That’s a drop 
of more than $1 for each 50- pound bag. 

I’ve been talking about 35-inch onions or what we call Jumbos. 
The medium sizes were really cheap and some of mine brought me 
only 10 cents a bag. All this happened while the total onion supplies 
were less than the normal amount usually sold during the period. 

I’ve told just my experience, but I wasn’t alone. Every grower 
went through the same wringer, if he didn’t sell out ahead of the 
futures tragedy. 

In connection with the effect that futures trading has on prices, 
we always hear that a grower can get price protection by selling his 
onions as futures. Here is the way this deal looks to me. It costs 
me about $300 to grow an acre of onions that will put off about a 
carload. If I hedge these onions, I would have to advance $300 
per car in addition to my production costs. Then if the futures 
market should advance, I would be required to put additional money 
up to protect my original hedge. This could come at a time when I 
am having to meet the largest part of my cash expense. It would 
not be possible for me to have $1,000 to $1,200 per acre tied up in 
these onions before I had an opportunity to deliver any of them. I 
just don’t have that kind of money. 

Apparently onion growers generally recognize these same difficulties 
I have mentioned. The ‘Commodity Exchange Authority in its 
recent report on growers’ use of onion hedges states that— 
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hedging by growers does not appear to be of such character as to be of importance 
in the marketing of onions. 

I, and all my neighbors, try to grow the most profitable crops we 

can pick out in order to keep our business going. We figure onions 
should be profitable. We study the plantings m other districts to 
try to decide how many we can grow and sell at.a good figure. Every 
year in our district we have a number of growers that put in their 
onions for fresh market, and then plant an additional number of 
acres under contract. These contracts have been provided by oper- 
ators in futures, and presumably the onions are for trading purposes. 
I suspect this happens even more in districts nearer the exchange 
centers. 

To us who grow for the fresh market, these look like extra onions, 
or surplus, above the growers’ best guess as to what the market will 
take. We don’t think the futures operators will eat these onions 
after they are through trading. Eventually our market onions have 
to compete with them, and we believe it is unfair competition. It’s 
unfair because these onions of themselves do not have to bring any 
actual value, but serve pretty much the same purpose as chips in a 
poker game. 

The futures traders upset the onion market in other ways besides 
encouraging surplus. Some years ago I recall that our local shippers 
would come and buy onions at the field. Sometimes a shipper would 
buy up 10 to 100 cars, just before harvest, at a definite price. They 
don’t do this any more, and the reason, they say, is they can’t judge 
the market trend in terms of onion supply. 

Shippers who handle our onions ‘say that their customers won’t 
stock up any more, and where they used to sell several cars, they now 
are apt to sell part cars. And then only after the main question has 
been answered, “‘What did the futures do today?” 

The onion growers I know do not believe we need futures trading in 
this commodity. They believe it is just a disrupting influence that 
upsets all their calculations of supply and demand for onions. Growers, 
through their organizations in our district, have expressed their desire 
every time they have met together that something be done to stop 
this disruption of onion markets by futures tradmg, and they are 
unanimous in expressing this desire. 

We sincerely ask you members of this subcommittee to recommend 
passage of legislation that will stop futures trading in onions. 

Senator Humpurey. I want to thank you very much, Mr. Farmer. 

You cited some figures back here about the cost per acre produc- 
tion. This is irrigated land; is that right? 

Mr. Farmer. That is right. 

Senator Humpnrey. Do you have to use fertilizer? 

Mr. Farmer. Yes. 

Senator Humpurey. So your costs of $300 to grow an acre of 
onions includes, I suppose, the labor that goes into the planting and 
harvesting. 

Mr. Farmer. That is right. 

Senator Humpnurey. Your taxes, fertilizer, irrigation, water costs, 
and so forth? 

Mr. Farmer. That is right. 

Senator HumpHrey. And you take about a carload off an acre; is 
that right? 
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Mr. Farmer. That is right. 

Senator Humpurey. You get about 600 bags to the car? 

Mr. Farmer. Yes. Our yields will vary from time to time. 

Senator HumpHrey. Of course, you have to pay the freight? 

Mr. Farmer. That is right. 

Senator Humpxrey. What would the freight be on onions to the 
Chicago market? 

Mr. Farmer. I am not sure of that figure, but I believe about $1 
a hundred. 

Senator Humpurey. $1 a hundred; that would be about 50 cents 
a bag; is that right? 

Mr. Farmer. Yes, about 50 cents a bag. 

Senator Humpurey. So you have about $300 a car for shipping? 

Mr. Farmer. That is right. 

Senator Humpnrey. Anyway between $200 and $300 a car; and 
then $300 for cost; so you start right out with about a minimum of 
between $500 and $600 minimum costs? 

Mr. Farmer. Yes, sir. 

Senator Humpurey. Then do you have brokerage fees of any kind 
or anything involved in that? 

Mr. Farmer. No; that would be included in the cost of handling. 

Senator Humpurey. I see. If you do not get more than $1 a bag 
on the average 

Mr. Farmer. That is right. 

Senator Humrnurey (continuing). You have just been feeding them 
to the birds? 

Mr. Farmer. That is right, sir. 

Senator Neupereer. Mr. Chairman, you certainly struck on one 
of the main facts of our life in agriculture in the Northwest; and that 
is the cost of moving our products to the major markets. 

I remember walking one time across the fields of onions in Malheur 
County, from which Mr. Farmer comes, and I remember the grower 
telling me—and this was during a period when the price of onions was 
depressed—I was not a Senator then; I was a writer—he said: ‘Mr. 
Neuberger, it would cost me more to put these onions on the railroad 
and ship them to Chicago than I would get for them.” 

In other words, his freight at that particular time in a depressed 
market would have been more than he would have received per bag; 
and that is to say nothing about the labor charges and the pumping 
charges and amortizing the irrigation project, and so on. 

We are the fartherest of any region in the United States from major 
markets. And on top of every single railroad-freight cost we have, 
or truck, or whatever other method of transportation, we have the 
3 percent Federal freight tax added on to that. 

Is that not correct? 

Mr. Farmer. That is correct. 

Senator Humpurey. It is a very unfair tax. I never could under- 
stand why in the name of commonsense you should have a tax on 
freight. 

How long have you been in this onion business? 

Mr. Farmer. Twelve years, sir. 

Senator Humpurey. Twelve years. Do you feel that the market 
has been more unstable or less profitable to you as a grower since onions 
have been involved in futures trading? 
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Mr. Farmen. Yes, sir. 

Senator HumpHrey. You do? 

Mr. Farmer. Very definitely. 

Senator Humpnrey. Has anybody propagandized you into this? 

Mr. Farmer. No, sir. 

Senator Humpurey. I am sure that would not be the case. You 
look like a very responsible and intelligent man to me. I am inter- 
ested because the charges have been made here—I do not know these 
different organizations, let me be very frank to tell you. I know of 
the organizations in my own State. Mr. Blocker testified on Hollan- 
dale and the Hollandale Growers Assoc ‘iation; and we have our own 
vegetable growers association in southern Minnesota which is made 
up of these organizations, which are made up really and truly of some 
of our very best farm people. 

Mr. Farmer. I might add the Malheur County Onion Growers 
Association is made up of 95 percent of the onion growers in our 
district; and it is all on a voluntary basis; and the reason for forming 
this organization was for the disease problems and the futures fight. 

Senator Humpurey. What I wanted to get to is whether or not the 
National Onion Association had in any way brought pressure to bear 
upon your country group—— 

Mr. Farmer. No. 

Senator HumpHrey (continuing). To join in this fight? There 
have been some charges made about the NOA here. I am not 
particularly knowledgeable about it. I know of the National Onion 
Association, but it is not one of those that comes down to testify here 
every vear like some of the great large agricultural groups. 

Mr. Farmer. Well, in order to show vou our enthusiasm for the 
National Onion Association, I might state that during the last 6 
months there have been 107 new members joined from our area 

Senator Humpurey. And they still belong to your county organi- 
zation also? 

Mr. Farmer. Yes, that is right. 

Senator Humpxsrey. So do you feel that the National Onion Asso- 
ciation represents the true interests of the producers and the growers? 

Mr. Farmer. Yes, I do very much. 

Senator Humpurey. And your farm people, that you associate with 
and live with, feel the same way; is that correct? 

Mr. Farmer. Yes. 

Senator Humpnurey. I want to thank you very, very much. 

Mr. Farmer. Thank you, sir. 

Senator Humrurey. I really appreciate the fact that you and others 
like vou have come all this distance to testify. Sometimes I think 
it is quite an imposition on people. 

Senator Neuberger and I have always felt there are two ways for 
the Government and people to get together. One is for the people 
to come to the Government, and the other is for the Government to 
come to the-people. 

Mr. Farmer. Thank you. 

Senator Neuseraer. The tax on people coming is not just 3 per- 
cent; it is 10 percent. 

Senator Humpurey. Yes, indeed. You ought to be able to charge 
that off as official business. 

Senator NeusperGcer. Mr. Chairman, thank you for your character- 
istic fairness and courtesy. 
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Senator Humpnrey. Thank you very much. 
The next witness will be Mr. Joseph S. Shelly. Mr. Shelly is the 
executive secretary of the Vegetable*Growers Association. Is that 
correct? 

Mr. SuHery. Right. 

Senator Humpurey. Mr. Shelly, what is your home address? 

Mr. Suutiy. I live bere in Washington. 

Senator Humpnray. Yes, sir. 


STATEMENT OF JOSEPH S. SHELLY, EXECUTIVE SECRETARY, 
VEGETABLE GROWERS ASSOCIATION OF AMERICA 





Mr. Sueniy. Mr. Chairman, you are running out of time here and 
there are a lot of witnesses that are still waiting to appear. Therefore, 
in the essence of time, I would like to have this statement filed in the 
record, and I should like to make just a few comments from the 
statement. 

Senator Humpnurey. It shall be done as if you read it, sir. 
| Mr. SHewiy. And save that time. 

Senator Humpurey. You are very considerate. 

Mr. Surety. I am Joseph S. Shelly, executive secretary of the 
Vegetable Growers Association of America. The association is com- 
posed of 45 affiliated organizations having membership in 25 States. 

The Southern Minnesota Vegetable Growers Association which was 

represented this morning and whose name has been mentioned is an 
affiliate of this organization. And Mr. Paul Petran, from whom you 
had a letter, I believe, was a past director of this organization. 

This association recommends your consideration of S. 778 and 

S. 1514 now before this committee to prohibit trading in onion futures 
on the commodity exchanges. Two years ago the association at its 
annual meeting voted unanimously to adopt a resolution requesting 
congressional action to eliminate onion futures trading because of the 
relatively small volume of trading and potential dativetion of these 
commodities and the resultant ease of manipulation of the futures 
market which in numerous instances disrupted the cash market. 
This policy was again reaffirmed at the annual meeting in December 
1956. 

I am particularly interested in inserting this statement in the record. 

I just came back last Friday from a trip in northern New York State 
and had the opportunity to visit a number of onion farms and onion- 
growers up there. And in talking with the producers, the majority of 
these growers remain unchanged in their opposition to futures trading. 

The growers recognized there were times producers could and have 

realized profits in futures trading, but the risk involved for the aver- 
age producers is too great. The great bitterness arises from the 
unscrupulous use of the futures contract by speculators to manipulate 
the market with demoralization of the market. 

This statement, Mr. Chairman, deals mainly with the economic 
principles involving our opposition to futures trading in onions. For 
the practical aspects of this unwholesome and distressing situation, I 
should like to refer this committee to the statement of James D. Swan, 
the association’s past president, before the House committee in its 
hearings in Chicago on this same subject on March 24, 1956. His 
| statement appears on page 102 of the House committee record, serial 
FF, part 2, Onions, March 24, 1956. 
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The recent history of onion futures trading on the board of trade 
clearly indicates that the objectives of the Commodity Exchange Act, 
that of maintaining fair and honest practices in the futures market 
and protection of the public interests against price manipulation, are 
being rather freely violated. This association believes that the bills 
S. 778 and S. 1514 being considered would not violate the basic free- 
doms of those engaged in the production, marketing, and selling onions. 
We believe the elimination of onion futures trading would fulfill the 
basic concept of the law, that of restraining our destructive tendencies 
and not violate or direct our peaceful creative activities. 

A basic question which must be considered by this committee is, 
‘‘Are onions a suitable commodity for futures trading and are there 
any beneficial economic benefits derived from futures trading?” 
Testimony presented before this committee last year, growers reac- 
tions to the question, the perishable nature of the commodity, and 
past performance all indicate a negative reply. 

Onions are a perishable commodity and can be stored only for 
relatively short periods. Improved and new varieties of onions, wide 
distribution of production areas, rapid transportation, and greater 
distribution of the onion-growing season have and will continue to 

reduce the needs for futures contracts. The onion grower must not 

only consider price, but he must also pay close attention to the quality 
of his crop, which will vary from year to year because of its deteriora- 
tion and decline in price during the storage period. 

The natural characteristic of perishability exerts a constant pressure 
on onion producers, shippers, and traders. It also provides an ideal 
climate for the unscrupulous speculator to take advantage of pro- 
ducers because of these uncontrollable factors. 

Considering futures on the demand side, it is obvious that onions 
present a different problem than other commodities. Onions are not 
purchased to any great extent by processors but rather by those who 
handle them in the market- chain operation. Each one of these buys 
a raw product, adds his service cost, and passes the raw product on 
ultimately to the consumer. In other words, the users of onions 
have little need of an opportunity to hedge their purchases and evi- 
dence would indicate that they do very little of it. 

A major function of futures trading in any commodity is to permit 
both producer and user of the product to hedge and thus spread his 
risks. Indications are that very few, if any, ‘of the users, and very 
few of the producers, avail themselves to this function. In the case 
of the produc ers, very few have the financial resources to carry out a 
hedging operation. 

It would appear, therefore, that the greatest benefit derived from 
futures trading goes to the speculator, not the producer nor the con- 
sumer. Reports have not been too infreqnent in the past, especially 
following great price declines, of plowing under onions or dumping 
because the sale price was lower than the cost of harvesting. These 
price gluts have had little effect upon retail prices or consumption 
because of the inelastic demand of onions. 

The value of futures trading is very doubtful if the market becomes 
the vehicle for speculation and its adverse effect upon the onion 
producer. 

It has been apparent in the past that the onion futures market has 
tended to perpetrate overproduction with its concomitant adverse 
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effects upon producers. This has been done by the fly-by-night 
producer who finances an onion crop on early quotations of the futures 
market and early sales for future delivery. 

It should also be pointed out that at times in the past, futures price 
quotations were offered before the planting of the onion crop. The 
industry overwhelmingly endorses the prohibition of onion futures 
trading. Economic facts and actual practice have demonstrated the 
impracticability and distressing influence of onion futures trading on 
the producers and the cash market. The historical record clearly in- 
dicates the irresponsible and arbitrary function of the market with its 
distressing effects upon the producer. Evidence presented indicates 
that onions are a commodity unsuitable for futures trading. There- 
fore, the organized vegetable industry respectfully urges this commit- 
tee to act favorably on the bills before it to prohibit the futures trading 
of onions. 

Thank you very much. 

Senator HumpHrey. How many members would you say were 
affiliated directly or indirectly with you? 

Mr. Suetty. We represent between 5,000 and 6,000 vegetable 
growers, and some of them are purely onion growers or maybe growing 
several crops. It would be difficult to say how many of them were 
pure onion growers. 

Senator Humpnrey. How many States do you cover? 

Mr. Suetry. Approximately 25 States. 

Senator Humpurey. Twenty-five States. 

Mr. SHetiy. Most of our members are east of the Mississippi and 
run from Maine to Florida. 

Senator Humpurey. Is your organization representative of the 
vegetable industry in the United States? 

Mr. Suetty. Yes, sir; we are the only vegetable growers’ organiza- 
tion in the country. 

Senator Humpurey. I knew that. I wanted it in the record. 
Thank you very much, Mr. Shelly. 

Mr. SHetty. We appreciate that. 

Senator Humpnrey. Thank you for being with us. 

Mr. Porter. 


STATEMENT OF ROY A. PORTER, ELBA, N. Y. 


Mr. Porter. I, like the gentleman ahead of me, realize with 
regret, the shortage of time, oa we will make this as brief as possible. 

1 am an onion grower and shipper and am very much opposed to 
your legislation. I think there is definitely a place for the futures 
market. To start in, I would just like to give you some information 
that I think might be helpful to you to understand the problem of low 
prices, and so forth, that we are now going through. 

We are here to give testimony on the pros and cons of onion and 
potato futures trading. I will deal mainly with onions because they 
are most responsible for my farm income or lack of the same. I’m 
an onion grower and shipper from the Genesee-Orleans section of 
New York State. I’m a graduate of Cornell University, School of 
Agriculture, and majored in agricultural economics. 

So there be no misunderstanding at the outset, I would like to make 
it clear that I am not opposed to futures trading. I am therefore 
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very much opposed to its abolishment. I care to have no more con- 
trols put on it than is necessary to guide it properly, so that its func- 
tion of forecasting prices in lieu of existing supply and demand factors 
be uninhibited. 

It seems to me that the main reason for these hearings and for the 
introduction of this legislation is a result of the poor years income- 
wise since 1949, and more specifically, the very poor years of 1953, 
1954, 1955, and 1956. It is my opinion that there are many reasons 
why these years have been poor and that the futures market has had 
very little if anything to do with making them poor. 

With the risk of repeating other testimony given here, I would 
like to review briefly some factual history of the onion business. 

The per capita consumption of onions has remained quite constant 
for the past 20 to 30 years. Since 1930, we have averaged approxi- 
mately 20% pounds of onions per person per year. Of this 20% pounds, 
approximately 10 pounds come from commercial production, while 
approximately 104% pounds come from home gardens. It js interesting 
to note, however, that the home garden from 1930 to 1939 supplied 
only 46 percent of the onions consumed, but supplies 52 percent now 
and has since 1940. The victory garden of wartime and the leisure 
time provided by the 40-hour week of postwar time has evidently 
taken away about 6 percent of our aps for commercially grown 
onions. 

Our production of late summer onions—or northern grown onions, 
as they are often referred to—has, since the 1930’s, far surpassed our 
production of people to eat them. Our production of onions from 
1928 to 1937 averaged 19,914,000 50-pound bags. Our population in 
1930 was approximately 122 million. 

To compare this with the recent production and population figures, 
we find the 1949-53 average production of onions to be 32,708,000 
50-pound bags, and the estimated population for 1955 to be approxi- 
mately 161 million. Using the estimated population of 1955, we find 
that our onion production has increased nearly 68 percent during 
these two periods of time, while our population has increased by only 
32 percent. 

Our exports from 1939 through 1945 averaged 1 million 50-pound 
bags and 1.9 million bags from 1946 to 1953, or an increase in exports 
of 90 percent. However, our imports averaged 161,000 bags from 
1939 to 1945 and 505,000 bags average from 1946 to 1953, for an 
increase in imports of 210 percent. 

To summarize, then, these are the facts: People in the United 
States are eating about the same amount of onions as they have for 
some time. But since 1949 we have outproduced our population by 
approximately 35 percent and at the same time have increased our 
imports over exports by 120 percent. This simply adds up to over- 
supply and low prices, with or without a futures market. 

Senator Humpurey. Would you say the price structure since 1949 
has gone up on onions? 

Mr. Portsrr. No, the price structure has averaged lower. 

Senator Humpurey. Averaged lower? 

Mr. Porrer.. Because of this overproduction. 

Senator Humpurey. The reason I ask that is that some people 
have always felt that the reason people overproduce is because of high 
prices. I have never felt that way myself, exactly. 
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I notice now that you are offering conclusive evidence to the effect 
that production has gone up substantially. These are very revealing 
figures. Onion production has increased nearly 68 percent while 
pepuletion has increased only 32 percent. 

Mr. Porter. Exactly. 

Senator Humpnrey. And the price has remained not much higher, 
has it, or only—— 

Mr. Porter. Well, the crux of the whole thing is we have produced 
more per acre through new methods. 

Senator Humpnrey. That is right. 

Mr. Porter. And we have done nothing to consume the added 
production. In other words, people are still eating—— 

Senator Humpurey. What made people produce more? I am not 
arguing with you. 

Mr. Porrrr. I know. The newer machinery. 

Senator Humpurey. Why should they want to produce more? 
They did not get higher prices. 

Mr. Porter. No. But they feel at one time or another—hope 
springs eternal in a farmer’s mind. 

Senator Humpnurey. I agree with you. The argument which has 
been made in this committee room year after year is that the reason 
farmers produce more is because the price is up. 

Mr. Porrer. No. 

Senator Humpurey. That is not the only reason at all; is it? 

Mr. Porter. That certainly is not. 

Senator Humpurey. There are many other reasons. Sometimes a 
man will produce more because he thinks by more units even at a 
lower price he will be able to get a bigger net take. 

Mr. Porter. More efficient on that take is right. 

Senator Humpurey. Right. 

Mr. Porter. Now, there has been a lot spoken about the early 
spring crop of Texas, as I have got it written here. 

The early spring onion producing States have also contributed to 
the situation in which we now find ourselves. They are now able to 
harvest and ship onions from the lower valley in Texas in mid- 
February. They are able to ship a volume of onions in March. 
Ten or fifteen years ago this was not the case. New developments in 
seeds and growing techniques have made it not only possible but a 
reality that we must now cope with. Texas is also becoming a more 
important factor in the summer producing periods, thereby eliminating 
some of the demand for northern grown onions in the early fall. 

Processing of onions has also increased since the war. Dehydration 
along with canning of boiler onions has no doubt taken its toll on the 
consumption of fresh onions. There is no question that a processed 
onion was once a fresh onion, but the processing industry knows how 
to do business also. They process a commodity when it is plentiful 
and relatively low in price. This in turn takes the peaks out of prices 
in periods of lower production. 

Another outgrowth of wartime and peak employment is consumer 
packaging. We now have 13 million women working in the United 
States. Two-thirds of these women are housewives. As a result, 
the easy-to-grab, easy-to-store package has been in great demand. 
This type of merchandising has become universally adopted in the 
onion business with estimates of as high as 35 percent being sold in the 
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3-pound bag. Research done in Buffalo, N. Y., by Cornell University 
showed that sales could be increased substantially by displaying 5- 
pound, 10-pound, and bulk onions instead of the 3-pound bag. 

Prepackaging or consumer packaging has also taken its toll in the 
amount of money received by the farmer for his produce. The added 
labor cost plus the added material costs of prepackaging has in a large 
part come out of the producers’ pocket. It has also resulted in a 
reduced amount of produce sold off the farm to maintain consumption 
due to the significant reduction in waste along the merchandising 
channels. 

The continual increase in hotel and restaurant eating has also 
accounted for a considerable decrease in the amount of produce neces- 
sary to maintain consumption through efficient use of all produce. 
Modern refrigeration in stores and in eating places has reduced waste 
measurably. 

The substantial growth of chainstore and supermarket distribution 
has eliminated much of the competition that prevailed in purchasing. 
These two types of merchandisers are well aware of potential produc- 
tion and later actual production, sometimes before the producers 
themselves. They are not easily misled by inaccurate estimates and 
are not excited by rumors and half truths. The volume of produce 
sold through chains and supermarkets in comparison to independents 
is nearing the 50 percent mark. They do, as a result, command great 
respect from produce growers and shippers, who in turn give them 
priority and in many cases make concessions to hold their business. 

To deal with the hedging of onions and its desirability, some more 
facts seem necessary. Since 1940, the investment in farms in the 
United States has increased 189 percent. ‘The investment per farm 
has increased 266 percent. The average farmer now has more than 
$14,000 invested for each man that works on his farm. This in terms 
of an onion farmer would still be low because of the high value of land 
necessary for onion production and the specialized machinery that is 
used in cultivating onions. Per acre, there are very few crops that 
cost more to grow and harvest. This varies considerably with the 
land they are produced on, but in New York State the cost to grow an 
acre of onions would range between $350 and $500. 

These facts to me seem to be the best possible reason for a futures 
market on onions. With very high investment in land and machinery, 
with very high costs per acre for production, it is good, sound business 
to transfer some of this dollar risk involved by selling on a futures 
market to someone who wants to assume that same risk. We in the 
farming industry are subject to many risks. It is my belief that any 
risk that we can avoid or transfer would be most desirable, 

One of the chief arguments of those who would have the futures 
market done away with is that the crop is too small. Based on 
commercial production, only potatoes, lettuce, cabbage, and tomatoes 
outrank onions in the amount we eat per person each year. If you 
take homegrown onions into consideration, only potatoes and cabbage 
exceed onions in per capita consumption, 

Another argument is that onions are too perishable. We should be 
thankful that they are. We can wipe the slate clean each year, carry 
over absolutely nothing and try to adjust for the following year. 


They may be stored reasonably well for 5 or 6 months if properly 
handled. 
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_ From my observations over the past few years, it has been people 
in the industry that have volved many of the deliveries tendered 
on the Mercantile Exchange trying to beat the law of supply and 
demand. This necessitated long storage periods and in many cases 
complete capitulation to a very formidable enemy—oversupply. 

Many complain about the amount of money made by ths Vrwhinte 
on the exchange. I feel the brokers are rendering a service. As a 
farmer and a potential hedger, they make it possible for me to sell 
my onions for my protection at the price I choose. I regard them no 
differently than any produce broker in any city in the country. 

Many claim that manipulation has taken place; they claim that 
millionaire manipulators have pushed onion prices up and down at 
will. However, it is my belief and past observations that these 
so-called se 8p had better be fundamentally right or they 
often become half-millionaires before they are through. Moreover, 
I do not dislike the thought of a small portion of that million dollars 
brushing off on some people in the onion industry. 

I think the basic problem with regard to futures trading is a lack 
of understanding and education. The board is not the dreaded mon- 
ster that so many people in the industry think it is. If it were, they 
would not teach its functions in colleges and universities, nor would 
large and reputable loaning institutions loan money for the purpose 
for which it is intended. 

It is common knowledge for a farmer to know the best fertilizer 
to use, the best fungicide, the best insecticide, the best weedkillers’ 
the latest developments in machinery, the foremost storage and han- 
dling facilities. All these are forced on him by salesmen of every 
description keeping him abreast of everything new in the production 
line. As a result, he produces more. But the distasteful part is 
that these same salesmen don’t come back and tell him how to sell 
the added produce. Very little if any research is done to sell this 
increased production. The trade organization that he belongs to 
gives him the sad crop estimates but does nothing about anything to 
increase sales or for reduction of acreage. 

Why then hasn’t he transferred some of the risk to a speculator 
who thinks onions are a good buy on the futures market? Why 
hasn’t he sold enough to get back his expenses and protect himself 
from possible low prices and in turn an operating loss? 

I think for one of several reasons. He may be absolutely unaware 
of the possibilities that hedging affords, and I think there is a large 
number in this group. Or he may be in the group or influenced by 
the group which I refer to as the sour-grape variety. These are the 
growers that at one time or another have decided that it was their 
turn to become disgustingly rich. With their storages bursting at 
the seams, and with delusions of grandeur, they called their brokers 
‘and bought on the futures market. This put them on a one-way 
street, but unfortunately they came to a dead end. Prices started 
to dip ‘and before they knew what had happened, they had lost two 
ways: on the futures market and with their cash onions. This type 
of onion grower became a gambler, and many gamblers lose. They 
became bitter and blamed the exchanges, the brokers; in fact, they 
placed the blame everywhere but in its rightful place—upon them- 
selves. There’s a racetrack 6 miles from my home, but nobody to 
my knowledge has ever been forced into its gates to bet the horses. 
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If they choose to go and play, they must be aware that everybody 
cannot be a winner. 

Let us deal a moment with a few other commodities. Most of us 
have grown lettuce, carrots, cabbage, beets, and spinach at one time 
or another, There is no futures market on any of these commodities, 
but the price fluctuates from nothing on up. I have seen many 
acres of each one of these crops left in the ground because of 
overproduction. 

Why then, when we overproduce onions as we have in the past 4 
years, do we want to eliminate the futures market? We in the indus- 
try have a choice whether to use it or not to use it. Those that use it 
properly are not complaining. Those that use it improperly should 
ask themselves whether the futures market or themselves are respon- 
sible for their plight. 

In my estimation, it is far better to supplement the income of any 
agricultural industry with luxury dollars of speculators at their own 
risk, than to take tax dollars out of their pockets and then listen to the 
continuous scream of the nonfarming citizenry. 

Much has been said concerning the impossibility of the onion farmer 
to obtain financing for a hedging operation. I am sure, now that the 
controversy of onion futures trading has become such a topic, that 
financing has become easier through most credit sources than it was 
in the past. Many of these credit sources have experienced very good 
results by financing an onion grower’s hedges as well as his operating 
requirements. Financing in agriculture depends much more on the 
individual than in other industries. He is responsible for the produc- 
tion on his farm, the labor relations on his farm, the sales and receipts 
of his farm, as well as the financing of his operation. Therefore, it 
is my belief that if his credit connections can be sold on the financing 
of his operating requirements, they can also be sold on his hedging 
requirements. 

Let it suffice to say that credit in farming has become as necessary 
as seed and fertilizer, and those farmers that need additional money 
for hedging purposes will find it available if they are worthy of it. 

You cede on this subcommittee are charged with the responsi- 
bilitv of determining whether onion futures trading is desirable or 
not desirable to the onion industry. I feel sure you will weigh all 
the evidence and testimony very carefully and will eventually come 
up with the right answer. 

Several things might be pointed out, however. I feel the testimony 
given by those individuals who would have the futures abolished has 
been loaded with hearsay and opinion rather than facts and statistics. 
We both know that they have far outshown us with noise and prose. 
But have they proved anything? Could it not be a result of a few 
individuals whipping up the tempers of many who have not taken 
the time or have not had the opportunity to know fully the facts of 
the matter. Is not agriculture, as a whole, experiencing over- 
production and a cost-price squeeze? It is my humble opinion that 
overproduction of onions and lack of progressive merchandising of 
onions, rather than the futures market, is the Nemesis with which 
my industry is faced. 

‘We hear continuously in our industry the cry to get rid of the 
futures market and return to the good old days. If this were possible, 
we would have to take away all our modern techniques of growing. 
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That alone would reduce onion production to a point when our problem 
would be solved with or without the futures market. I’m sure this 
subcommittee realizes that supply and demand still governs the price 
of any commodity and that overproduction in onions simply means 
low prices. To eliminate futures trading on onions certainly does 
not solve this problem of overproduction, but instead takes away a 
means by which an onion farmer may protect himself against loss 
during periods of excessive production. 

I firmly believe that our service organizations in onion-farming 
communities should bend every effort to develop an understanding 
among farmers of the basic fundamentals of supply and demand, of 
merchandising problems and techniques and of the great need for 
research to create new markets and new products. 

I believe that the futures markets are a necessary merchandising 
medium in a high-geared economy and should be studied and under- 
stood by all that have any reason to come in contact with them. 

I feel as many do in the industry that eliminating futures trading 
in onions is a step backward rather than forward. 

Senator Humpurey. I would like to ask you just 1 or 2 questions. 
You have a very intelligent statement here, very well stated. 

Mr. Porter. Thank you. 

Senator Humpnrey. How long have you been in the onion business? 

Mr. Porter. Well, I have been in the business actively since my 
father died 8 years ago. 

Senator Humpnrey. Was your father in it prior to you? 

Mr. Porter. Yes, for many, Many years. 

Senator Humpnrey. And what part of New York State is it? 

Mr. Porter. Upstate New York near Buffalo, between Buffalo 
and Rochester, halfway in between. 

Senator Humpurey. And your view is that by hedging you are 
able to share this risk that is involved in this high production, this 
high-cost production of onions; is that right? 

Mr. Porter. That is exactly right. That is the principle of 
futures market to start with. 

Senator Humpnrey. Do you have any difficulty getting the neces- 
sary capital for this kind of a hedging operation? 

Mr. Porter. As a matter of fact, it has been within the last 3 or 4 
years or 5 years that I have been. It is sort of like borrowing money 
at a bank. They will give you $100 this time. And if you pay it 
back and pay your interest, when you bargain for more, you can 
borrow $200 maybe next time. 

I did have some other comments in my speech. The farming 
industry today is certainly one that requires much more financing in 
every respect than it ever has before. 

Senator Humpurey. I thoroughly agree with you. 

Mr. Porter. And it is part of the farming business, to be properly 
financed, and I consider on my operation, I consider it only properly 
financed if I can finance hedges on onions. 

Senator Humpnrey. And you find the futures trading, with all that 
it implies, the market information, the hedging operation, is to your 
benefit as a producer? 

Mr. Porter. I certainly do; yes, I do. 

Senator Humpurey. You see, I am just trying to learn, and you 
are here helping me. I wish more of my colleagues could be here 
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because this has been a fascinating day for me. It only proves again 
the intricacy of agricultural production and economics. Many people 
need to know this is a very complicated business. 

I am learning every day it is. How do you reconcile your point of 
view with that of some of the other producers? I know you are all 
sincere and all very serious about it. And the last thing that any 
member of this committee would want to do would be to do an 
injustice. 

Mr. Porter. Right. 

Senator Humpurey. I do not produce one onion, you know, and I 
like them. I am getting hungry just thinking about it. [Laughter.] 
We just want to do what is right. We do not want to hurt you, and 
we do not want to hurt people on the other side of the legislation. 

Is there a different set of circumstances that pertains to your opera- 
tion, let us say, than one of the other gentlemen who testified here? 

Mr. Porter. Very, very little difference. I reconcile the fact this 
way: that I fortunately had the benefit of a college education, and it 
maybe makes me a little bit more inquisitive. And when this onion 
business got a little hard to contend with, with overproduction and 
that, I looked first to a place where I might help myself. 

Senator Humpurey. Yes. 

Mr. Porter. I think one thing in particular, the lack of under- 
standing and education in this certain field of merchandising, is the 
one and only main reason. These people are just as sincere as they 
possibly can be, coming here and testifying; and I know that because 
I talk to them every day in my own locality at home. But where 
they will take time to go any place, to learn how to produce more, 
they will not take out 15 minutes any time to learn how to sell what 
they are producing, which is, after all, the way you get your money 
in your pocket. You don’t go out there and spend a lot of money and 
then give the stuff away. You wouldn’t wind up so good. That we 
know. 

Senator Humpurey. You are very right. So you are saying that 
one of the things requiring an emphasis today in agriculture, is mer- 
chandising or marketing and distribution. And you are speaking 
now, of course, of this particular commodity, but I gather your 
remarks go broader than that——— 

Mr. Porter. Indeed. 

And research to find new markets and new products, and possibly, to 
extend that a little farther, to get the balance in imports and exports 
a little bit more in our favor. Lord knows, we have got to give it 
all away to these other countries anyway, and so on and so forth. 

Senator Humpurey. Not all of it. We get paid for some of it. 

Mr. Porter. No, not all of it. But it might help some of the people 
right here in our own country if we did balance that out somewhat. 

Senator Humpurey. I want to thank you very much for your 
statement. 

Mr. Porter. You are very welcome. 

Senator Humpurey. It is very difficult to have all of these intelligent 
statements and then I would have to explain to my colleagues who is 
right and who is wrong. 

Mr. Porter. Well, that is right. 
Senator HumpHrey, Thank you very much. 






100 ONION FUTURES TRADING 


The next gentleman. is Mr. Terpstra; is that correct, president of 
John D. Terpstra & Co., Chicago, IIl.? 
Be seated, please, Mr. Terpstra. 


STATEMENT OF JOHN D. TERPSTRA, PRESIDENT, JOHN D. 
TERPSTRA & CO., CHICAGO, ILL. 


Mr. Terpstra. Thank you, Mr. Chairman. 

Senator Humpurey. You may proceed. 

Mr. Terpstra. Mr. Chairman, I shall make my testimony here 
very short, and turn in the whole testimony. 

Senator Humpurey. Thank you, sir. 

Mr. Terpstra, My name is John D. Terpstra. I am president of 
John D. Terpstra & Co., located at 110 North Franklin Street, Chi- 
cago, Ill., dealing chiefly in onions. I am a member of the Chicago 
Mercantile Exchange and have been on the onion committee of this 
exchange since January 1954. 

I happen to be one of these brokers and these bad fellows you have 
been hearing about from the opposition. 

Senator Humpnurey. You do not look very bad to me. 

Mr. Trerrstra. If you want to ask any questions about these bad 
fellows, why, you may. 

Senator Humpxrey. Who was it who said this, Charles Lamb, I 
think, said to his sister or his sister said to Charles Lamb, when he 
was reading something about an individual, he threw the book down, 
and she asked him why he did that. He said, “‘I don’t want to know 
anything about him or I will start to like him.” 

One of the things we generally find out when you learn about 
people who explain things to you, most of the time it is not very bad; 
it is good. 

Mr. Terpstra. I was born at Munster, Ind., in Lake County, on 
a small truck farm, and learned about onions at approximately the 
age of 6, weeding them. I stayed on the farm until 1949. At the 
age of 12, I was selling retail and wholesale vegetables to the South 
Water Market in Chicago to the commission house. These vegetables 
included onions. 

In December of 1953, I purchased my membership on the Chicago 
Mercantile Exchange; and in January of 1954, John D. Terpstra & 
Co., was incorporated. In the past 2 years, our business has been 
mainly buying onions in the country and hedging them on the Chicago 
Mercantile Exchange. 

Our interests are mostly in the States of Minnesota, Wisconsin, 
Michigan, New York, and Oregon. We are always in the market 
to purchase onions from growers, provided we can hedge them, or we 
always have onions for sale provided we can lift our hedges and realize 
a small gain or no loss. 

Our company handles 1,200 to 1,500 cars of onions suitable for 
board delivery every year. Every car is hedged at all times until 
sold in the cash market or delivered. 

I am speaking only of my own experience in the hedging of onions 
on the board, and I know there are a good many who use the board 
the same way. 

During the growing season, we buy onions on contract from growers 
at a guaranteed price for a certain delivery month. Most of our 
contracts are made in June and July and at harvest time. 
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This, you can readily understand, is before any cash market or 
supply and demand market is made. Growers with whom we deal 
have been assured a cost of production, plus a profit, for every year 
that I have been on the exchange. 

In fact, the banks with which these people deal advise that they 
continue hedging onions in their growing operations, or at least, that 
portion of the crop which would give them back production costs. 

Senator Humpurey. Right at this point, Mr. Terpstra, because 
other members will read this, and I am sure all my colleagues under- 
stand what is meant by “hedging,” but there are also students of 
agriculture and people interested in these hearings who will read them, 
and I feel we ought not to assume that people understand anything. 
We just ought to be like a teacher and explain each point as we go 
along. 

At this point, will you explain to me what you mean here when you 
say, “I am speaking only of my own experience in the hedging of 
onions on the board.” And you say earlier, ‘“Every car is hedged at 
all times until sold in the cash market or delivered.” 

That is speaking of your own operations, is that right? 

Mr. Terpstra. That is right. 

Senator Humpurey. What do you mean by that? 

Mr. Trererstra. I think maybe I will go to your State and explain 
that. 

Senator Humpurey. Please do that. 

Mr. Terpstra. I think possibly we do 50 percent of the onion 
business out of your area at Moorhead. 

Senator Humpurey. Is that right? 

Mr. Terpstra. We have Henry Peterson and 

Senator Humpurey. Yes. Some of the people I read communi- 
cations from. 

Mr. Terpstra (continuing). Porter happened to mention a finance 
deal. This is the operation we have with the growers. 

When the grower thinks the price is right, he calls us, and we will 
hedge that car on the exchange for him for $60. And we take up all 
the risk of margin calls and all that sort of thing. 

Senator Humpurey. In other words, it costs that grower only $60 
to hedge that car. 

Mr. Terpstra. That is right; that is correct. 

Senator Humpurey. And you do all the financing? 

Mr. Terpstra. We do all the financing and everything else. 

Senator Humpurey. This is, in a sense, an interest, a brokerage fee 
paid upon the use of the money that you put up. 

Mr. Terpstra. That is correct. 

Senator Humpnurey. To hedge this car; is that correct? 

Mr. Terpstra. That is correct. 

Now, there has been some talk here about the exorbitant rates which 
people charge these people for hedging. There is not a bank in Moor- 
head or in our New York area who would take the risk for this cost. 
They all advise the growers to continue using the method they are now 
using, and work with the Chicago broker. 

To follow this up, this onion is only hedged, it is not sold to a broker. 
It is not sold to manipulate on the market. It is not sold to deliver. 
It is there for price protection only. 

The speculator buys this car of onions from the grower, and he 
holds it until such time until either the grower delivers it to him, 
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which in most cases is not true; the speculator is not interested in 
delivering onions. Hank will sell Campbell’s soup five carloads of 
onions. He calls me, ‘What is the market?’ I will tell him. He 
will quote to Campbell’s soup what he has to have for those onions. 

If Campbell’s soup accepts these 5 carloads of onions from Hank 
Peterson, he immediately calls me up and says, ‘Buy in 5 cars.” 
This completely winds up the transaction we had. 

We have 50, 60 more hedges. But he may make an additional 
profit. He does not sell at board prices. He gets more for his hedging 
costs above what he gets in the cash market for his onions, or he does 
not sell. He wants a premium, and what the growers, I think, here 
fail to realize, from the testimony I have heard, is that ‘the speculator 
is a customer that he does not have; I mean the customer, an extra 
customer. 

They always have the cash market; they always have Campbell’s 
soupandA.& P. They do not have the speculator. 

This speculator will come in here and put thousands of dollars in 
the pockets of the producers every year, and he does not realize that, 
and I think that is due, possibly, because he has not learned to use 
the board properly. 

And if you should be interested 

Senator Humpurey. What Vou are saving, for my simple mind, 
this: that he can always sell. The producer can always sell to what 
you might call the processor. 

Mr. Terpstra. That is right. 

Senator Humpurey. Heinz Co. or one of the ketchup companies. 

Mr. Terpstra. That is right. 

Senator Humpurey. Something like that. He can always make a 
direct sale to that person. 

Mr. Terpstra. That is correct. 

Senator Humpurey. He has his contacts through the normal 
business channels; is that right? 

Mr. Terpstra. That is right. 

Senator Humpurey. You are saying there is another customer in 
here who does not want to get possession of the onions, he does not 
want to process them, but that is the speculator, who intends to make 
his profit over the handling of a number of sales; is that correct? 

Mr. Terpstra. That is right. 

Senator Humpurey. Well, maybe—— 

Mr. Terpstra. I could, if you would be interested, gather up 
material from our office of, in the last 3 or 4 years, the thousands of 
dollars that have gone into the producers’ pockets, and they have 
never delivered us a car of onions, and they still always had their 
cash market. They did not lose anything. 

Senator Humpnurey. In other words, in this instance of, let us say, 
the Campbell Soup Co., the order that was placed with you did not 
bear upon the actual onions that were in production at Moorhead, 
but it was for a number of cars to be sent on to Campbell Soup over 
and above what would be the normal marketing from the stockpile 
or from the warehouses of the producer back at Moorhead; is that 
right? 

Mr. Terpstra. That is right. 

I am going to 

Senator Humpnrey. There is one thing I have learned about’ this 
agricultural business. When I go to the Grain Exchange in Minne- 





ONION FUTURES TRADING 103 


apolis, man, it is complicated, and I do not think very many people 
understand it, and I am trying to find out. 

Mr. Terpstra. I think it is to so many, and it is just so simple. 

Senator Humpurey. You were born and raised with it. I can fill 
a prescription. 

Mr. Trerpsrra. The grower does not need to use this market. He 
uses it only when it is to his benefit, and when he can get 12 to 15 
cents more from a speculator on the exchange, why shouldn’t he sell 
it to him instead of selling it to the local shipper or dealer? 

Senator Humpnrey. Of course, the growers’ argument is that the 
speculator, in order to make any money, has to occasionally depress 
that market. 

Mr. Terpstra. That is not correct. 

Senator Humpurey. What is your reply to that? 

Mr. Terpstra. My reply is this: that the supply and demand 
market immediately steps in there and takes care of that situation. 
That is why no one can manipulate or unwarrantedly depress a futures 
market unless the cash market is depressed first, because immediately 
if you can get a bargain, you are going to take it. 

Supply and demand is known in the onion trade all over the United 
States. Just as soon as a manipulator comes into that market and 
he is going to sell that market down for personal reasons, he is just 
going to catch you down there where people are going to get bargains. 

Senator Humpurey. Do you fellows go to these producers and talk 
as convincingly with them as with me? I used to wonder about that, 
because there seems also an element of truth in all these statements. 

I think no one is purposely deceiving another person, and I have 
received one impression here today, and that is that possibly there is 
not as much of an understanding on distribution and marketing as 
might be desirable. 

If that is the case, has the producer, or the broker, or the dealer in 
futures, really gone out of his way to do a little educeting of the 
growers? _ 

Mr. Terpstra. Mr. Chairman, in my personal case, I have, and 
I can verify this with any of your growers that you may want to 
talk to. I knew Mr. Blocker’s father. 

Mr. Buocxer. I came from the same town he did originally. 

Mr. Twrpstra. So I have found this out, talking with them, I go 
through the country, we have some growers here from New York, 
and very conscientiously opposed to this futures trading, and I 
understand why they are. 

There are certain advantages, probably, they thought they were 
taking, such as that, but they have never gone to somebody. And 
after visiting, I think I visited 2 hours with one of the men here just 
recently, who has worked harder, 1 think, on the House bill against 
futures trading, and his reply was this: “If we don’t get futures trading 
out, we have only one alternative left, and that is, we are going to 
have to educate our growers how to use the futures.”’ 

And I think that is the answer, rather than abolishing futures 
trading. 

Why throw this money to somebody else? Because these specu- 
lators are going to speculate in some other commodity. They will 
speculate i in eggs or grains or something like that. 

This is free money the speculators are throwing into the grower’s 
pocket, and they do not want it. I never heard of such a thing. 
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Senator Humpurey. I think this hearing ought to go on more than 
1 day, the way I am beginning to feel about it. 

Now, you go right ahead, sir. 

Mr. TERPSTRA. Since we started in business in 1953, we have not 
lost a customer. And it is my firm conviction that not one grower 
who used the Chicago Mercantile Exchange properly—that is, for 
hedging purposes only—is in trouble today. The only trouble is that 
not enough of them use the exchange as it should be used, and some 
who do know how to use it insist on speculation. Then, when they 
jose, they blame the exchange and come rushing to W. ashington urging 
the death of futures trading. 

A Michigan grower, who had never done any hedging before, came 
to me not long ago to discuss hedging. His banker advised him he 
should hedge sufficient onions to cover costs, and so forth, and they 
would loan him $24,000 to do this. The bank felt that he had no 
business gambling on the whole crop. I’m trying to say that gradually 
more and more of the banks throughout the country are realizing that 
a loan to an onion grower who is hedged is a better risk than to one 
who is not hedged. 

The fact that all growers do not use the futures market and all 
banks do not realize its benefits is due to some extent to some of the 
bad publicity about the exchange. 

After the onions are hedged and in storage, we begin marketing 
them on the supply and demand market—the cash market. The 
first contract is for November delivery. Most of the onions are 
already in permanent storage, and if they are of good quality, we look 
for a spot to buy in our November hedge and replace them with a 
more distant option at a profit above the storage costs. 

In the 1956-57 season we hedged most of our onions directly into 
the January option, because we were able to pay the producers a 
good profit above storage costs to hold these onions until January. 
This was possible because we were able to hedge our purchases on the 
exchange. 

One grower in Minnesota, who had no warehouse a few years ago, 
built an 80-car warehouse at a cost of $45,000 after we explained to 
him how he could pay for his warehouse by storing his onions in the 
fall and get $240 a car more by hedging into later options. He is 
still in the onion business. Without the board, he would not have 
attempted it. 

A grower in Wisconsin needed irrigation. We purchased enough 
onions from him to enable him to buy his irrigation equipment to 
bring his crop up. Because of the exchange, the little grower has 
been able to stay in business on an equal basis with the former large 
grower and not be dependent on the latter for financing or marketing. 
The little man knows the market every day. He now has only one 
job—to stay in business; that is, to grow competitively. 

I am hopeful that this committee will get this onion matter in its 
proper perspective. 

As onion prices have fluctuated sharply in recent years—wide 
swings in prices are characteristic of the onion market—grower re- 
sentment against the exchange has been building up. I think the 
history of futures trading in commodities shows that the producers 
always tend to blame the exchanges for price decreases until they 
learn better. Grower resentment was fanned by officials of the 
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National Onion Association, who seized upon the exchange issue to 
try to build up their association, which incidentally does not have 
too many paying members. 

It may be that the exchange was remiss in educating the growers 
and the industry about the exchange and how it might be used. 
Perhaps the exchange should have been stricter and could have 
prevented some abuses of trading; although in this connection I might 
say that the record shows that some officials of the National Onion 
Association, who are demanding the death of futures trading, were 
guilty themselves of attempts at manipulation. 

Anyhow, trading in onions went under the regulation of the Com~- 
modity Exchange Authority in September 1955. In 1956 hearings 
were held before a House Agriculture Subcommittee on a bill to 
abolish futures trading in onions. The subcommittee issued a report 
which, to my way of thinking, was unnecessarily harsh so far as the 
exchange was concerned. 

But—and keep this in mind—the subcommittee did not apreete 
the bill which proposed to kill the onion futures market. Instead, i 
suggested changes in exchange regulations in an effort to improve the 
market. The exchange made the ¢ hanges. 

In the winter of 1957 onion prices went up sharply and then went 
down again. In rushed the National Onion, Association, saying the 
exc hange was to blame, and once again bills to kill onion trading 
were introduced. 

The CEA made a study of the price fiuetuations in 1957 and zaid 
the exchange was not to blame for them. It cleared the exchange. 

Yet a House Agriculture Subcommittee reported a bill to kill the 
onion futures market. ‘This Senate subcommittee—-without hear- 
ings—reported a bill to the full Senate committee, but then decided to 
hold hearings. I am glad that you decided to do so. It is inconceiv- 
able to me that the Senate Agriculture Committee and the Congress 
will vote to kill a free market because of a wave of hysteria which is 
trying to make the Chicago Mercantile Exchange a scapegoat for all 
the troubles of the onion farmers. 

I had thought when the CEA said that the exchange was in no way 
responsible for the last price flareup that this ended the matter, but 
it seems I was wrong. 

What does the record show? It shows that price fluctuations in 
onions have been less during the period of onion trading than before 
there was a futures market. The United States Department of 
Agriculture says so. 

It shows that the futures market in onions furnishes valuable price 
and market information which helps growers and others plan their 
operations. If you kill the exchange, you will find that information 
on what onion prices are in various parts of the country is going to be 
hard to get in time to do the producers any good. You will find that 
the onion market can be rigged as a cash market only. It was rigged 
during the so-called good old days. 

If the futures market is not responsbile for price fluctuations, if it 
furnishes valuable information to the industry, and if it is used by 
many, many growers to protect their operations and prevent them- 
selves from going broke, why do away with it? 

But, someone says, onions are a perishable commodity, and futures 
trading will not work for a perishable commodity. 
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But the futures market in onions does work. It is poppycock to 
tell anyone who knows anything about onions that it does not work. 

As I told you, we buy onions on contract from growers for a guaran- 
teed price for a certain delivery month. We hedge, and the growers 
are protected because we hedge. If we did not have the privilege of 
hedging, we could not pay these growers a guaranteed price. They 
would have to take their chances in a market which is highly sensitive 
and whose chief trouble is overproduction. There are other firms 
which buy from growers as we do. There are many, many growers 
who hedge. There are processing firms which hedge and protect 
themselves. I am not talking theory; I am talking facts. 

Do you mean to tell me that the death of the market under such 
circumstances would be a good thing for the onion industry? Do you 
mean to tell me that some finespun theory about perishable commodi- 
ties is going to be the reason for the death of a thriving and useful 
institution? I just can’t believe it. I do not believe that the Con- 
gress will rush through radical legislation which destroys a free market 
in the closing days of the session. 

I am hopeful that the Agriculture Committee will not report legis- 
lation which seems radical in the extreme to me. If it does so, I am 
hopeful that the Senate itself will give the matter the most thorough 
consideration. If it does so, it is inconceivable to me that this 
legislation will become law. 

If so, then demands will arise for the death of the potato market, 
for the death of the egg market, and finally for all the futures markets. 

I am told that more than 200 bills for the death of futures trading 
in 1 or more commodities have been introduced in Congress since the 
1880’s. Not one passed. 

Instead, the Congress enacted regulatory legislation and preserved 
the great value which the futures markets have—the value of price 
insurance. In this case, the record shows that the exchange is doing 
its best to improve its market operations. Under such circumstances, 
is it to be singled out for death? If so, it will be a blow to free enter- 
prise everywhere. 

I said that some of the leaders in the movement to abolish futures 
trading have themselves been guilty of an effort to manipulate the 
market. 

Let me be specific about this matter. The case now is before the 
CEA and the docket number is 73. The complaint is violation of 
section 8 (b) of the Commodity Exchange Act. The specific charge is 
that certain individuals and firms entered into a conspiracy in 1955 
in an effort to manipulate the onion market. 

Veril Baldwin, president of the National Onion Association, who is 
scheduled to appear here today as a witness to urge that futures trad- 
ing be done away with, was a witness for the Government in this case. 
He testified that he was one of those who tried to manipulate the 
market, and in so doing got immunity. Mr. Baldwin says he was try- 
ing to help the growers. I have no quarrel with his intentions, but 
I say that market manipulation is market manipulation. I submit 
that Mr. Baldwin and some others who are trying to kill the onion 
market seem to be on very shaky ground in this entire matter. 

These facts were testified to before the House Agriculture Sub- 
committee. They seem to have had little weight. Nor have some 
other facts which seem very pertinent to me. 
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What will be the situation if futures trading in onions is abolished? 
Well, as I have said, it will be impossible for me and many others to 
protect our operations. If I continue in the onion business by paying 
a guaranteed price to growers, I am going to have to take the risks [ 
am facing into account. _I am going to pay much lower prices than I 
otherwise would pay. Everybody is going to be conscious of the 
hazards confronting onion growers. The tendency will be to charge 
more interest on loans to producers, and it is going to cost more to 
raise onions. 

Some say that the futures market has stimulated the production of 
onions and is responsible for surpluses. Once again this is theory. 
Back during the depression agricultural production did not decline. 
It increased, and the growers made a desperate effort to make up for 
lowered prices by raising more for the market. 

The argument of those who feel that the exchanges increase pro- 
duction actually is, as I see it, an argument aimed at those who use 
the market for hedging purposes. The enemies of the exchange seem 
to feel that it would be a good thing for many growers to go broke and 
have to quit the onion business. ‘But if prices rise after production is 
curtailed, the result will be that a new swarm of producers will try the 
onion game. Once again overproduction; once again ruinously low 
prices; and then the repetition of the feast and famine cycle. 

If we scrap the onion market, we’re going to make onion growing a 
real gambling game. 

Talk to the growers of some of the perishable commodities 
which do not have a futures market. Ask them if the absence of an 
exchange has solved their troubles. They will tell you ‘‘No,” and in 
no uncertain terms. 

Back in the so-called good old days of the onion industry, a rela- 
tively few men had a lot of power. They grew onions in large quan- 
tities, and many of them financed other onion growers. They were 
much better informed on the onion situation than most of the pro- 
ducers. They were able to buy onions cheap from the producers who 
did not know the market situation and to sell them at a really good 
profit. 

Mr. Baldwin, who is here trying to kill futures trading, told a meet- 
ing in Chicago not too long ago that in the “good old days” it was 
possible through a few calls to raise the price of onions of 50 cents a 
day “‘several days in a row.” 

Some individuals, I feel, would like to get back to a time which 
has passed, feeling that the death of the futures market would see a 
return of bygone days. I think they would be fooled. Times have 
changed. Other and more powerful factors than they are in the 
market. 

In conculsion, let me say that I know how busy you are and the 
tremendous pressures upon you. Nevertheless, let me beg of you to 
study this matter most carefully. If you do, 1 have no fear of your 
verdict. 

Senator Humpurey. I see you have reference here to one situation 
in my State of a gentleman farmer who had spent $45,000 to build 
a warehouse; right? 

Mr. Terpstra. Do you want me to explain that? 

Senator Humpurey. Yes. 

Mr. Terpstra. I would be very happy to. 
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In other words, the speculator always gives a grower a carrying 
charge to hold his commodity for him to a later option. 

Senator Humpnrey. I see. 

Mr. Terpstra. In other words, this grower did not have a ware- 
house. He was compelled to sell his onions at harvesttime, having no 
storage. 

I discussed with him for possibly 2 years, and then I advised him 
that to build a warehouse, in 5 years on the smallest spread that you 
can possibly get from November to March, he could pay for his whole 
warehouse, which he did. 

You see, onions today—maybe I will explain it this way: Today, 
November onions are, say, $1.40, March onions are $1.80. The spec- 
ulator is willing to pay the grower 40 cents a bag to keep them for 
him until March. He does not want them until March. 

So you take a hundred times 40 a car—— 

Senator Humpurey. In other words, by building a warehouse and 
holding his crop, a man is able to amortize his investment. 

Mr. Terpstra. That is right. Plus he does not have to force his 
whole crop upon the market at one time in the fall of the year. 

This may not be realized as much as it is with me, because I travel 
through the country and work these onion areas. Where formerly 
the storage had to be done in the big cities, and by a few people who 
dealt in onions—they kept these onions and had to take them, bought 
them from the growers at harvesttime—today the growers—Mr. Porter 
over here has probably 2 or 3 warehouses, and the onions are marketed 
in orderly fashion, due to the speculator being willing to give him a 
price to carry his onions from one option to the other. 

You will never see November onions cheaper than January or 
January cheaper than March. The speculator is willing to give the 
grower something to carry them for him. 

Senator Humpurey. Mr. Terpstra, I want to say you have given 
enlightening testimony. 

Any other information you feel free to give the committee at any 
time will always be appreciated. 

Mr. Terpstra. Thank you. 

Senator Humpurey. The next gentleman is Mr. Allan Ritz, 
Genesee Orleans Vegetable Growers Cooperative Association, Batavia, 


Nr. 





STATEMENT OF ALLAN §. RITZ, MEMBER, BOARD OF DIRECTORS, 
GENESEE ORLEANS VEGETABLE GROWERS ASSOCIATION, BA- 
TAVIA, N. Y. 


Mr. Ritz. Yes, sir, that is correct. 

This is my first appearance at a hearing, and I am sorry | did not 
have a duplicate copy of my statement. 

Senator Humpnrey. That is perfectly all right. I will just listen 
more attentively. 

Mr. Rirz. Honorable Sir, my name is Allan Ritz, from Batavia, 
N. Y. I am a grower of onions, and a director of the Genesee Orleans 
Vegetable Growers Association of Elba, N. Y., and I represent the 
views and thoughts of 154 actual onion growers. 

Ninety-seven percent of the growers are convinced that if you do 
not prohibit futures trading of onions within a short time we growers 
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will all be bankrupt, we just cannot continue to grow onions; because 
for the past 4 years, due to the manipulations and shenanigans of the 
futures traders, prices of onions have been below the cost of production. 

The only reason that we continue to grow onions, we own our land, 
which is valued at approximately $1,500 per acre, and have an invest- 
ment in tools and equipment and storage buildings amounting to 
$50,000 to $100,000. We cannot sell out, as no one wants to buy 
into a broken-down industry. 

Frankly, we are stuck, and must continue to grow onions; and hope 
and pray, in fact, we beg you to abolish futures trading on onions. 
Give us back our own onion business, and keep out the camblers and 
speculators and outright manipulators. 

A large majority of buyers of onion futures on the mercantile ex- 
changes are paper speculators. At delivery time they do not want 
to accept the actual onions, as they would not know what to do with 
them. Consequently, they sell their contracts and further depress 
the market. 

Futures trading encourages, and the truth is they even finance onion 
growers, causing overproduction, so they can be sure of having too 
many onions, allowing them to sell short, depress the market and 
prices. 

Each year for the past 4 years, onions have been cheap and below 
the cost of production. We cannot exist, we carinot live, by futures 
trading. 

We have a perishable crop. We have a short season, and by trying 
to buck or oppose futures trading, the actual onion grower who does 
the work and raises the crop ends up back of the well known eight ball. 

Ninety-seven percent of the onion growers are against the ‘futures. 
Three percent are for the futures. It is not right that the majority 
of the growers should go bankrupt for the be nefit of the few, and for 
the benefit of the brokers, sharpies, speculators, and outright gamblers. 

For that reason, we respectfully ask that you abolish, once and for 
all, futures trading in onions. 

Now, | might further add, sir, that I do not feel that the regulation 
referring to the opening of the November contract on May 1 is of any 
value. In the Elba, N. Y., section where I farm, onions can be planted 
with good success after May l 

And it is also becoming a practice for larger growers and brokers to 
purchase onions from farmers to hedge on the board. When they 
made their board profit, thev will sacrifice these onions in order to 
dispose of them, thus driving down the actual cash market. 

I know of one instance last year when this took place. These 
onions were offered to the A. & P. for 25 cents less than the actual 
cash market in order to dispose of them, and of course that depressed 
the cash market down. 

Senator HumpHrey. Batavia is near Elba; is it? 

Mr. Rirz. Yes, sir; it is. 

Senator Humpurey. Do you know Mr. Porter? 

Mr. Ritz. Yes, sir. He is a good friend of mine. 

Senator Humpurey. You two do not seem to agree in your testi- 
mony. 

Mr. Rrrz. No; we do not seem to. 

Senator Humpurey. How long have you been in the onion-raising 
business? 
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Mr. Rrrz. Since 1931, and my father was in it years before me. 

Senator Humpurey. How many acres do you farm? 

Mr. Rirz. I have 50 acres, and approximately 40 acres in onions. 
But I am considered one of the smaller growers. And smaller growers 
such as myself are not in a position financially to hedge our onions on 
the board in any large amount, because of the cost; whereas larger 
growers can do it more successfully. 

Senator Humpurey. How many of the growers in your area would 
you classify as the smaller growers under the description of a smaller 
grower that you have given? Are most of them smaller growers? 

Mr. Rirz. Most of them are smaller growers; yes, sir. Mr. Porter 
is one of the larger ones, one of the largest. 

Senator Humpurey. Do you feel that the majority of your farmers 
are for abolishing the futures trading? 

Mr. Ritz. The majority of the farmers, I feel, are. I know the 
majority of the members of the Genesee Orleans Vegetable Growers 
Association are opposed to futures trading. 

Senator Humpurey. Is the Genesee Orleans Vegetable Growers 
Cooperative Association the major organization which would have 
representation of oniongrowers in it? 

Mr. Rirz. Yes, sir, it is. It is the only vegetable growers associa- 
tion there in Elba. 

Senator Humpurey. Are you by the Finger Lakes? 

Mr. Rirz. No, sir. Weare further north. It is between Rochester 
and Buffalo. 

Senator Humpurey. It is beautiful country up there, something 
like Minnesota. [Laughter.] 

All right, do you have anything else to add to your statement, 
Mr. Ritz? 

Are you an officer, by the way, in this association? 

Mr. Ritz. Yes, sir. I am a director. 

Senator Humparey. You are a director. 

Mr. Ritz. One of the many reasons why I dislike futures trading 
in onions is because one man has to lose for the other man to profit, 
and I do not like that kind of business. 

Senator Humpurey. What do you think as to Mr. Terpstra’s com- 
ment about the so-called speculator? And I do not want to have the 
word “speculator’’ interpreted as an evil person, because that is not 
necessarily true at all. 

Mr. Rirz. I do not consider it as such. 

Senator Humpurey. What do you think about his statement to the 
effect that with futures trading and with the speculator as one of the 
participants in such trading, that the producer gets an extra customer 
rather than just the customer that he has for the cash crop or the 
cash market; he also has this speculator customer, which in turn 
means that it adds additional income to the producer’s pocket. What 
do you think about that? 

Mr. Ritz. Well, before the board came into being, we had specu- 
lators. They were buyers, and many of them were large growers 
who came into the section and bought onions in the fall for pure 
speculative purposes to store them, in hopes the price would increase 
later on. And they would tend to boost the cash market at the time, 
and it was of great benefit to us. 

But those speculators have all gone now, because of the board. 
They can, if they want to, buy paper on the board. 
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Senator Humpurey. When you say “buy paper on the board,”’ 
do you mean what they are really buying is not a crop of onions? 

Mr. Rrrz. Not the actual onions; just the contract. 

Senator Humpureys. When these contracts come due, are there not 
supposed to be onions available to redeem the contract? 

Mr. Ritz. There should be, but it is not necessarily so. 

Senator HumpHrey. Do you think that futures trading has in- 
creased production? 

Mr. Rirz. I firmly believe that it has. 

Senator HumpHreEY. Do you feel it is an incentive for producers to 
expand their produc tion? 

Mr. Rrrz. I think so; yes, sir. 

Senator Humpurey. Are these matters that your organization 
discusses at their regular meetings? 

Mr. Rirz. We have had quite lengthy discussions; yes, sir. 

Senator Humpurey. Did you go over this bill? 

Mr. Rirz. No, we did not. 

Senator Humpurey. Have you ever discussed at your meetings in 
recent weeks or months, the purposes and objectives of this bill to 
prohibit trading in onion futures in commodity exchanges? 

Mr. Rirz. Well, not to any great length. 

Senator Humpurey. Well, how did the organization get on record 
as being for this bill, or for this legislation? Or are you speaking only 
as an individual and not for the Vegetable Growers Cooperative 
Association of Genesee-Orleans? 

Mr. Rinz. Well, I am speaking for the organization; yes, sir. 

Senator Humpurey. Has the organization taken a ‘stand, has it 
expressed itself by resolution or statement or some action? 

Mr. Rirz. They have gone on record; yes. 

Senator Humpurey. Gone on record for what? 

Mr. Rrrz. For the bill to oppose onion futures. 

Senator Humpurey. They have gone on record to oppose onion 
futures. Was this a matter of discussion at the time of the action? 

Mr. Rirz. Well, yes, it was. 

Senator HumpHrey. Did you have people get up and argue pros 
and cons? 

Mr. Ritz. Yes, sir. 

Senator Humpurey. Is Mr. Porter a member of your association? 

Mr. Rirz. I do not know. 

Are you? 

Mr. Porter. No, sir. 

Senator Humpurey. All right. 

Mr. Rirz. Yes, sir. 

Senator Humporey. What we try to do here when we have a 
representative come from an organization like yours, is try to get an 
expression from you as to what its purposes are, how you arrived at 
your decision. Because once in a while, and it is surely no reflection 
on you, because it is entirely contrary to your statement, once in a 
while 1 will find somebody will come here pretending to represent an 
organization, and we accept his word for it and nobody asks any 
questions; and later on we tind that is not true. 

That is why I asked you; and you testify that your organization 
has discussed this matter, they have gone on record against futures 
trading? 
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Mr. Ritz. They have. 

Senator Humpurey. Thank you, sir. 

Mr. Rirz. Thank you. 

Senator Humpurey. Thank you very much for your testimony. 

Mr. Graves—and I believe, Mr. Graves, you are the concluding 
witness. 

Mr. Graves. Yes, sir. 

Senator Humpurey (continuing). Of the Kelly-Black Co., Inc., of 
Chicago, Il. 


STATEMENT OF THOMAS H. GRAVES, KELLY-BLACK CO., INC., 
CHICAGO, ILL. 


Mr. Graves. Yes, sir. 

My name is Thomas H. Graves. I have been a member of the 
Chicago Mercantile Exchange since June 1956, and am associated 
with the firm of Kelly-Black Co., Inc., commodity brokers. 

Prior to my becoming assoc iated with this firm, I was for 28 years 
a member of the staff of the Packer, the national fresh fruit and vege- 
table newspaper. 

I might say 18 of those 28 years were spent in Minnesota. 

Senator Humpurey. You are indeed a fortunate and blessed man. 
[Laughter.] 

Mr. Graves. Since 1928, I have been very closely associated with 
the growers and shippers of onions and potatoes and other commodities 
produced and shipped in their fresh state throughout the country. 

I have dealt with growers of fresh fruits and vegetables in Michigan, 
Indiana, Iowa, Illinois, Minnesota, North and South Dakota, Utah, 
Idaho, eastern Oregon, and many other sections, and have been closely 
associated with every phase of the marketing of fresh fruits and 
vegetables, including growing, shipping, processing, selling, and 
storing. 

Those of you who are not connected with the industry cannot 
fully appreciate the speculative elements involved. You might 
wonder why anyone stays in it. But while the risks are great, the 
rewards are great and many men like the challenge involved. 

Quite naturally, the producers of fresh fruits and vegetables are 
unhappy when their prices decline sharply and, naturally also, they 
tend to blame some organization, or group of individuals, for their 
troubles. The commodity exchanges have always been singled out, 
since their inception, and the price fluctuations are registered there. 
I myself have been critical of the exchanges at various times, but I 
have become convinced that the abolition of futures trading would 
hurt, not help, the growers. Abuses on any commodity exchange 
should be remedied and the guilty punished, but the abolition of 
futures trading would be a step backward. 

I might say I was critical as a correspondent of the Packer, and 
was very definitely for the King bill, and did considerable writing 
for the gettiag of that. through Congress. 

Senator Humpurey. You “feel that the King bill has had enough 
time to operate? 

Mr. Graves. Yes. I think it has done a lot of—the King bill has 
been a wonderful thing for the exchange and for the onion grower. 
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Senator Humpurey. Do you feel that these new regulations to 
which Mr. Harris, I believe it was, earlier today testified, as did Mr. 
Kauffman of the CEA, will be helpful? 

Mr. Graves. I think they will be very helpful. I think they will 
be very helpful. And also I think, as you said a little bit ago, a little 
more education among the grower would help an awful lot, too. 

Onions grown for harvest in the latter part of August, September, 
and October are a different variety. They are Globe-type onions and 
can be specially stored in shipping point warehouses which have been 
built for that purpose. Growers have hundreds of thousands of dol- 
lars invested in these warehouses scattered throughout the growing 
areas. The volume of this kind of onion is the largest of any single 
variety grown and is the one that is eligible for delivery on the ex- 
changes, the largest of these exchanges being the Chicago Mercantile 
Exchange. 

In vears back, the farmer grew his crop, harvested it, sent it to the 
commission merchant, and received whatever he could get, which 
sometimes was nothing. I recall very well where in Minnesota they 
shipped onions and potatoes and all they got back was the carton. 

He had no control whatsoever over the product when it left his 
farm, and it sold for whatever price it could bring. The farmer often 
took a bad licking from unscrupulous operators. Prices, as a general 
rule, were cheap in the fall. The buyers who were willing to gamble 
came in and purchased the onions, but they purchased them at a price 
which in most cases was very low, all things considered. They hedged 
at the growers’ expense. There was an element of speculation in- 
volved, but the price paid the grower allowed for possible price declines 
later on. The dealers generally made money, oftentimes as much as 
50 cents to $2 per bag. And that has not been many years ago since 
I first started out around in Hollandale in the thirties when they came 
in and bought them at 50 cents, and in January they were worth $2 
and $2.50. Mr. Blocker’s father will remember that. 

Mr. Biockxer. It works both ways. These boys don’t mention 
that. It works both ways. 

Senator Humpurey. All right, Mr. Blocker, yes, sir. 

Mr. Buocker. I seen it the other way. 

Mr. Graves. By checking the prices between 1928 and 1940, and 
1947 and 1956—as I have done—now, somebody said something 
about taking figures and do anything they want to; I am taking the 
figures of the United States Department of Agriculture, which I deem 
very reliable—one can readily see that the grower has obtained much 
higher prices on the average in the latter 9 years. Due partly to 
inflation and partly to price supports, all farm prices were higher in 
the 1947-56 period by comparison to 1928-40. Yet onions have 
never had price supports and when all factors are weighed, I think it 
must be admitted that onion prices averaged higher after the inaugura- 
tion of futures trading than they did before there was such trading. 

It is not my contention that this is on account of futures trading, 
but I do think that such trading has contributed to market stability. 
I don’t give all the credit to futures trading, but it has helped stabilize 
the market. By hedging crop, a grower can market his onions in a 
much more orderly way. Even with the high yields and increased 
acreage, growers would have been able to make a profit most years if 


they had taken advantage of the hedging facilities on the mercantile 
exchange. 
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Senator Humpnrey. This gets down to the financing of the hedging 
operation; and a number of the smaller growers have indicated the 
difficulty with financing. 

Mr. Porter, I believe it was, indicated his experience where he had 
been rather successful in the financial operations of a hedging opera- 
tion, storing and all that comes with it. 

What is your comment on that, Mr. Graves? How about these 
smaller operators, these 20-acre, 40-acre, 15-acre, 50-acre producers? 

Mr. Graves. We have several of those, and they come through 
one dealer who—we finance for the dealer, he handles the actual 
merchandise for these smaller growers. Maybe 8 or 10 smaller 
growers will get together and decide that they had better hedge 25 or 
30 cars and they go through this 1 dealer. That is on smaller growers. 
That dealer then in turn hedges them with us, and he takes care of the 
marketing of those onions. We take care of the hedge and finance it 
for 10 cents. 

Senator HumpHrey. They pay a type of brokerage fee? 

Mr. Graves. That is right. 

Senator Humpurey. They do not have to put up the $300? 

Mr. Graves. They do not put up a penny. 

Senator Humpnrey. But the xy have to pay in advance the broker- 
age fee? 

Mr. Graves. Oh, no. 

Senator Humpurey. Is that taken out of the sale? 

Mr. Graves. That is taken out at the end of the—when the con- 
tract is completed. They don’t have to put up a dime. They don’t 
put up a penny. We just here—certainly we are not going to take 
everybody’s word, and that fellow says he has got 20 cars of onions; 
we want to be sure that man has got 20 cars of onions. Sometimes 
they give us a little bad story sometime and they find they don’t have 
20 cars of onions. 

Senator Humpurey. I can hardly believe that. [Laughter.] 

Mr. Graves. No longer is the grower completely dependent on 
the buyer to come in during the fall of the year to buy his merchandise. 
When he sees that he has a crop that is pretty sure of maturing into 
onions that are deliverable on the exchange, he can hedge if he feels 
the price is right, the same as he can on grains and other commodities 
on other exchanges. Few other producers in the fruit and vegetable 
industry have this advantage. The boys in the Red River “Valley 
would certainly like something like this when they had to take pretty 
cheap prices last fall for potatoes. I think we dumped quite a few up 
there; but potato trading has never been successful in Chicago. New 
York has it. 

The producer has been able to take much of the gamble out of the 
onion growing industry and many did; and all could have hedged a 
share of their crop at a profitable figure. 

There is little doubt, however, that stabilizing the market does not 
meet with the approval of the old-time onion buyers. They more or 
less always depended on buying onions when there was an over- 
supply and holding them until there was a shortage. The onion 
futures market has not only become a nationwide market, it has 
become a worldwide market as this country exports a good sized 
volume of onions. 

In a market such as has been established on the Chicago Mercantile 
Exchange, the grower knows what he is going to get when he hedges. 
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He knows what the market is doing every day. Information fur- 
nished by the Market News Service of the United States Department 
of Agriculture is supplemented by more detailed information from 
those closely associated with the industry. As a consequence, the 
market is sensitive to the national onion picture. 

No more do a few large buyers get together and decide on a price 
in the fall of the vear that is far below the cost production and then 
buy the surpluses at low prices, such as the growers were forced to 
take in the thirties. The small grower, whose livelihood depends on 
the growing of a few acres of onions, does not have to depend upon 
these few buyers any more. He has a world wideopen market, and 
when he has a profit in his crop, he can sell or hedge in the matter of 
a few minutes. He can quickly find out about the national onion 
situation: how crop conditions are in the various sections and the 
prices that are paid by dealers throughout the Nation. It is no more 
guesswork for the onion grower. It is up to him to judge what he 
thinks is the best time to sell or hedge his product. 

As I see it, the elimination of futures trading is being spurred on by 
the large grower and the large speculator who have been hampered in 
making the profits they made in former years, largely at the expense 
of these small growers. But those days are over, and that $1 to $2 
a bag that the big dealers used to get now is going into the pockets 
of the grower who markets his crop by hedging it at a time when the 
price is right and profitable. 

There is no need to eliminate futures trading. If it is not good for 
the grower, shipper, and receiver of this commodity, then it will fail 
in the end. There has always been futures trading in onions, long 
before the exchange ever came into existence. It is now an organized 
futures market. Futures trading will continue if we eliminate the 
exchange and under circumstances much more unfavorable to the 
producer than those which now prevail. 

Senator Humpurey. I have just 2 or 3 questions quickly. 

You say here the elimination of futures trading is being spurred on 
by the large grower and the large speculator. Now, interestingly 
enough, the witnesses we have had here today, those who have been 
for the continuation of futures trading, have ‘been the large growers, 
and those who have been opposed to it have been the smaller ones. 

Mr. Graves. I know considerable—— 

Senator Humpurey. At least in this experience I have had today. 
I think it is a fair statement. 

Mr. Graves. It has been here; yes. I know of several firms who 
operate in Texas, and who operate nationally, would give anything in 
the world to get futures trading eliminated, several of the large oper- 
ators who operate nationally. 

Senator Humpnurey. I can see where on the basis of your descrip- 
tion of a certain type of speculator who comes in in the fall and buys 
up and holds until the winter, that might be true. 

Mr. Graves. Yes. 

Senator Humpurey. But getting back to the grower again, the 
large grower who has testified here is one who seems to understand 
this futures trading and makes it very much a part of his business, and 
seems to be a supporter of it. 

Mr. Graves. Maybe my conception of a large grower and a small 
one is a little bit different. Roy Porter, a very good friend of mine 
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who just testified here and for the exchange there, is a large grower, 
and I think Roy is around 100 acres. Is that right, Roy? 

Mr. Porter. A couple of hundred. 

Mr. Graves. What I am talking about are those people who grow 
600 to 800 and a thousand acres. 

Senator HumpHrey. So you stand on your testimony? 

Mr. Graves. Yes. 

Senator Humpurey. The other question that I had is this; you say 
that few other producers in the fruit and vegetable industry have this 
advantage, referring now to the exchanges and futures trading? 

Mr. Graves. Yes. The producer has been able to take much of the 
gamble out of the onion industry, and many did, and all could have 
hedged a share of their crop at a profitable figure. 

Senator Humpnurey. If that is the case; why did they not? 

Mr. Graves. I don’t know. We have done our best in the broker- 
age business to sell them on the idea. We have called them up. 

Senator Humpurey. I understand they all could have hedged? 

Mr. Graves. Yes. 

Senator Humpnrey. A share of their crop, but you say at a profit- 
able figure, but that is another qualification. 

Mr. Graves. I don’t think there has been any 1 year since the 
inception of futures trading in onions that there was no time during 
the year when they could have hedged their crop at a profitable figure. 
Hedging a crop at $1.50—— 

Senator Humpurey. Would not that have necessitated having the 
capital to carry on for a period of time before the necessity of hedging 
a crop? What I am getting at is the average grower who figures, 
come the end of the harvest season, he ought to sell. 

Mr. Graves. That is right. 

Senator Humpurey. And many of them have to sell in order to 
meet costs. 

Mr. Graves. Their obligations. 

Senator Humpnurey. I think one of the best statements I heard here 
6 is that agriculture today needs much better credit than it has 

ad. 

Mr. Graves. That is right. 

Senator Humpurey. I think there is a lag in our thinking about 
agricultural financing. You have some kind of an idea going around 
that if you have $2,000 you can finance a farm, you see, which is 
ridiculous. Out in our part of the country farming is an expensive 
operation. 

Mr. Graves. It takes an awful lot of money. 

Senator Humpurey. So that this statement, kind of a theoretical 
statement, if a farmer can hold on long enough and did not have to 
pay up his bills right away at the harvesttime, and then he hedged 
a share of his crop at the right time, he could have a profitable 
operation 

Mr. Graves. That is right. 

Senator Humpurey. If he had all those circumstances. 

Mr. Graves. Yes. But if his crop is sold—for instance, we will 
say his crop is sold, part of it, say he grows 50 cars of onions, and 
25 cars of it are sold at $1.60. Itis not much trouble for him to borrow 
money to pay his bills there, even if the market is down to $1. In 
fact, [ would like to think I could talk our firm into the notion of 
letting a few dollars out that way. 
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Senator Humpurey. The last question is on your statement that 
futures trading will continue even if we eliminate the exchanges, and 
under circumstances more unfavorable to producers. What you are 
saying here is that you are not going to stop this kind of speculation 
even if you abolish it as a part of the exchange? 

Mr. Graves. It would be, we would go ahead and continue to buy 
onions for future delivery. We would have to do a little speculating 
like they did in former years and, of course, we would have to have 
a much larger profit to take that risk. In other words, we will con- 
tinue to handle onions. 

Senator Humpurey. What will be the difference then, between 
what you are going to do—let us assume this bill is adopted. 

Mr. Graves. Yes. 

Senator Humpurey. You are still in business? 

Mr. Graves. We are still in business. 

Senator Humpurey. And you do not plan on getting out right 
away? 

Mr. Graves. That is right. 

Senator Humpurey. So you are going to do a little futures trading 
in onions? 

Mr. Graves. That is right. 

Senator Humpurey. So what is the difference with the bill or 
without the bill? 

Mr. Graves. Here is the thing: We would go to Hollandale and 
we would probably find somebody up there who had a pretty good 
crop and he would be pretty anxious to get rid of a few. It looks 
pretty good. I am going to take 25 or 50 cents profit and buy some 
ofhis onions. I will contract with him. I will do that maybe in July, 
and he is not ready to deliver to me until September. 

Senator Humpurey. Well could you not do that now under the 
exchange, the same way either way? 

Mr. Graves. We do that now, but do it for a dime. 

Senator Humpurey. Why would you do it for a dime now and 25 
cents later? 

Mr. Graves. Because we have got the exchange to put your 
hedge on. 

Senator Humpnurey. I see. That is what you are getting at? 

Mr. Graves. Yes. 

Senator Humpurey. I want to thank you very much. 

I want to enter into the record a letter that Senator Ellender 
received from the Minneapolis Grain Exchange relating to S. 778, in 
opposition to it; and also a telegram received by Senator Ellender, 
chairman of the committee, from Mr. W. R. Scott of the Kansas City 
Board of Trade opposing the immediate action of or approval of S. 778 
and S. 1514. 

(The letter and telegram referred to are as follows:) 

MINNEAPOLIS GRAIN EXCHANGE, 


Minneapolis, Minn., August 9, 1957. 
Hon. ALLEN J. ELLENDER, 


Senate Office Building, Washington, D. C. 


Dear SenaToR ELLENDER: At a meeting of our board of directors August 8, 
1957, the following statement was adopted as the official position of this exchange 
re 8. 778 a bill to amend the Commodity Exchange Act to prohibit trading in 
onion futures in commodity exchanges: 
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“The Minneapolis Grain Exchange believes it would be contrary to the spirit 
of growth of America for Congress to pass a law which would prohibit legitimate 
trade between its citizens. 

“Futures contracts in various forms are essential in most American businesses. 
These contracts may involve construction of shelter, transportation facilities, 
accumulation of foodstuffs, or a multitude of other economic endeavors. 

“In the past there have been instances when it has been practical and desirable 
for Government to regulate trade. The facts may dictate the need for such regu- 
lation in onion futures contract trading. However, it is inconceivable that Con- 
gress should find it necessary or desirable to enact a bill to prohibit trading of a 
commodity in an organized public commodity market.”’ 

It is the hope of our board this can be introduced at the hearings scheduled 
next Monday, August 12. 

Yours sincerely, 
GrorGe WILKENS, Secretary. 





Kansas City, Mo., August 9, 1957. 
Hon. ALLEN J. ELLENDER, 
United States Senate, Washington, D. C. 


Senate bills 778 and 1514 now assigned for hearing Monday propose to amend 
Commoddity Exchange Act by prohibiting transactions in onions for future 
delivery. This organization is a contract rain market with no direct interest in 
trading in onions but views with considerable concern any legislation proposing 
to forbid transactions for future delivery in any commodity as infringing upon the 
principle of free enterprise in the distribution of basic commodities. Temporary 
dissatisfaction with the price action of any market should not lead to hasty action. 
The act now gives commodity exchange authority broad supervision over trading 
in onions and if any corrective action is needed we submit that it should come 
through administrative action of commodity exchange authority. 


W. R. Scort, 
Kansas City Board of Trade. 


Senator HumpHrey. Does anyone else wish to be heard? 
If not, the hearing is adjourned. 

(Whereupon, at 5 p. m., the hearing was adjourned.) 
(Additional statements filed for the record are as follows:) 


STATEMENT FILED BY THE HoNnorAaBLE At ULLMAN, REPRESENTATIVE IN 
ConcrREss FROM THE SECOND CONGRESSIONAL DISTRICT OF THE STATE OF 
OREGON 


Mr. Chairman, it seems to me elementary that control of an industry should 
belong in the hands of those who produce the commodity. Yet, this is certainly 
not true with regard to the onion industry. A vast majority of onion growers 
are categorically opposed to futures trading in onions, and yet futures trading 
still persists. 

Arguments that may be marshalled in support of futures trading for wheat, 
cotton and other staple commodities have no bearing whatsoever with reference 
to the marketing of onions. Onion growers produce a small and perishable crop 
which is used in negligible amounts in further processing and which has little 
stability in storage. With a fluctuating crop such as onions, futures trading 
provides an ideal opportunity for manipulation and enforced fluctuation in prices. 

The way in which such futures are traded makes this manipulating influence 
clear. The November contract is opened 11 months before delivery, 4 months 
before planting and about 8 months before harvest. The high opening price 
tends to lure growers in overplanting, the increased planting causes futures 
prices to decline, and this in turn leads to a fall in cash market prices. Under- 
standably, growers are reluctant to sell on a falling market. When such a market 
occurs, stocks are often held too long in anticipation of a price recovery. Thus, 
a surplus is created and the cash price is driven down still further. 

The onion market is small and the demonstrated power of a few manipulators 
on the exchanges is great. Nothing the growers have been able to do has enabled 
them to overcome the actions of those persons who are essentially nothing more 
than speculators—who perform no true economic function. 

The present marketing of onions has very little semblance to a supply-and- 
demand situation. The system of lifting hedges in delivery months and offering 
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onions at bargain prices has clearly been adverse to the best interests of the 
growers. 

I think the situation on the cash market for this season adequately demon- 
strated the inability of the provisions of Public Law 174, which was approved 
July 26, 1955, to be of any great benefit to onion producers. In a period of 3 
short days, the market dropped $1 per hundredweight, or $300 per carload. 
During those 3 days, approximately 6,000 carloads were delivered at $22 broker- 
age per car—all on paper. 

Mr. Chairman, futures trading in onions has bled the industry of millions of 
dollars without contributing any recognizable benefits. The onion growers in 
the district which I represent have suffered adversely and will continue to suffer 
adversely until Congress remedies the situation by removing trading in onion 
futures from commodity exchanges. I hope that this subcommittee will do 
everything it can to speed that necessary congressional action. 





East Lanstne, Micu., August 14, 1957. 
Hon. Husert HumPHREY, 
United States Senate, Washington, D. C. 


Dgar SBNATOR Humpurey: During the hearings which you conducted last 
Monday on legislation to eliminate onions from futures trading, I wished very 
much for an opportunity to answer in rebuttal many of the statements made by 
Mercantile Exchange witnesses. I understand this is not customary in such 
hearings. Time was also entirely exhausted so I made no effort to request such 
opportunity. However, I’d like to make some written comments. 

Certainly, a few growers can be found that will support and even testify in 
support of futures trading. It should be noted, however, that most such growers 
have some very definite financial connections with the Mercantile Exchange, 
either as associate brokers or through financing from board members, directly or 
otherwise. The growers supporting futures trading represent a very small 
percentage of all onion growers and shippers. Of course, Mercantile Exchange 
members and their employees are enthusiastic witnesses. 

We recognize that the pending legislation will not solve all the onion-industry’s 
problems. The industry does feel that no merchandising program, no marketing 
agreement, or any other constructive measure will be effective as long as the 
onion-supply picture can be so greatly distorted by the creation of additional 
paper supplies in Chicago. 

The demand for onions is termed ‘‘inelastic.’”’ It changes little regardless of 
high or low prices. Thus, any change in supply has a magnified effect on price. 
Without futures trading there will be some dickering back and forth over sale 
prices, but the actual supply of onions cannot be changed except by production 
and consumption. With onions on the futures board this is not true. Hundreds, 
even thousands, of contracts can be written for the future sale of onions. Each 
of these contracts has the same effect, marketwise, as the production of an ad- 
ditional car of onions. If the heavy selling of many futures contracts is done 
suddenly in a short period of time, the effect on price is disastrous. After the 
price breaks, these contracts are slowly bought up in small lots at the lower 
prices, at a profit equal to the difference between the high sale price and the de- 
pressed repurchase. After the market has recovered part of its loss, the process 
is repeated, again depressing and disrupting the market. Onion growers through- 
out the Nation have lost heart and courage as they have seen this occur repeatedly. 
Because onions are so small in volume and so perishable it is possible to cause 
such fluctuation much more easily and with much less capital than is needed 
with any other commodity on the board. The depression of prices injuries the 
thousands of growers who have no business or contact with the board. 

In spite of these depressing actions on the growers price, no effect reflects to 
the consumer. The price to growers today is 1 cent per pound. The prevailing 
retail is 3 pounds for 39 cents or 13 cents per pound. 

Mention was made Monday of regulations instituted by the exchange to im- 
prove conditions. These regulations, made under the present fear of losing 
onions as a commodity, are just as easily reversed, as has happened in the past. 

Neither are these regulations effective: 1. The number of contracts held by 
any one individual is limited under these regulations. However, traders use 
many other individuals’ names and the ruling cannot be enforced, as admitted 
by the CEA, 2. The daily fluctuation limit has been set at 35 cents per bag. 
With prices varying from $1 to $1.75 this still represents a range of 20 to 35 
percent in any one day. 3. Opening of November contracts has been delayed 
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until May 1 to prevent stimulating increased acreage. This is entirely ineffective 
since planting does continue up through the middle of May. 

Mention was made that the grower just needs to be educated to understand 
how to use the board. It is inconceivable that the average grower could be edu- 
cated so that he could protect his interests in dealing with the specialists in Chi- 
cago. If he ever did become that familiar with board methods, new changes and 
gimmicks will be developed to keep the growers several jumps behind. 

Attempts have been made to minimize the problem of financing board hedging. 
The fact remains that the $60 service charge for putting up the $300 deposit for 
periods of 1 to 6 months means interest rates of 40 to 240 percent. Certainly, if 
the market moves up, additional margin must be placed, but under the presently 
controlled market this seldom happens. The broker takes no risk since he holds 
control over the growers’ onions as complete security. 

The pending legislation does not attack free enterprise but will limit the raids 
of a small, wealthy, special interest group on a group of growers and shippers 
engaged in producing part of the abundant food supply this Nation enjoys. 

The witnesses testifying in favor of this legislation were largely growers, sent 
to Washington by their grower organizations back home that have taken very 
definite and determined stands against organized futures trading in onions. 

I hope this will clarify some points that were decidedly confusing last Monday 
and, if possible, be made part of the record. 

Very truly yours, 
J. W. Ross, 
Secretary, National Onion Association 


Nyssa, Orec., August 15, 1957. 
Senator Hurert H. Humpurey, 
Senate Office Building, Washington, D. C. 


Dear Senator Humpurey: I appreciated very much the interest shown in 
our onion problem by your subcommittee in the hearing August 12, regarding 
futures trading. May I commend your handling of the hearing from standpoint 
of fairness and impartial desire to get at the facts of the matter. With your per- 
mission I would like to impose on your further with some ideas in partial rebuttal! 
of testimony presented after my appearance before your committee, in the interest 
of keeping the record straight. I realize time was not available in the hearing 
schedule for the onion industry to make answer to contentions of the exchange 
operators as part of the official hearing. However, from your evident interest in 
this matter I feel you will be interested in our feelings in the western area. 

First, it must have been evident to your whole committee just who was interested 
in retaining the futures, and who-wanted the irading eliminated. Persons testify- 
ing for the continuation of futures were in every case, I believe, either members 
of the exchange or proteges being financed by members. These witnesses men- 
tioned many times large numbers of growers who supported the ideas they were 
presenting, but in no case did any witness bring evidence of an organized grower 
group, or other recognizable segment of strictly growers, who could be proved to 
be in support. In my own case, I spoke up for the 2 associations of growers in 
this district, who as a matter of record have voted unanimously in 2 successive 
mass meetings that they wanted futures eliminated. That’s 400 growers in direct 
opposition just in our small district. Do you suppose proponents of the futures 
could pull this many favorable votes altogether? I doubt it. 

There has been an attempt to cast aspersions on the objectives of the National 
Onion Association in opposing futures trading, and to create doubt as to how many 
growers opinions the association actually represents. Speaking for our own area, 
growers here were working toward elimination of futures speculation before the 
national association even took such a stand, and would be still working toward 
this goal whether the national group favored it or not. We have not been pres- 
sured. Wesimply join with the national association toward the mutual objectives. 

The point was made that publication of futures prices is a service to growers in 
helping him keep in touch with market levels. This is a fallacy of the worst sort, 
since futures prices so seldom reflect what the actual cash onion market is. Grow- 
ers have a much better source of market information in reports made from prac- 
tically every producing area by USDA in which prices reported are for actual 
sales of specified grades and sizes and are a reliable measure of what a producer 
can receive for his own crop. 

It is hard for me to visualize that the small to average sized onion grower can 
handle all the requirements of onion hedging and still farm. My onion acreage 
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constitutes less than one-tenth of my farm operation. Contact with the trend 
in the onion futures is not a part-time job. Financing, overhead, and storage 
risks are other prohibiting factors. Roger Kaufman’s well-documented testi- 
mony clearly shows amount of grower participation in futures, and it is not very 
great. 

Did you ever think what would happen to a grower hedging onions who lost 
his crop for one reason or another? I have lost one crop from decay in storage, 
that looked perfect at harvest time. In this instance, I lost just the crop, and it 
was a tough blow. If this had been hedged, I would have lost not only the crop, 
but would have sacrificed $300 per car put up as guaranty of delivery. In other 
words, my crop would be gone, and I would still have to pay some speculator for 
it. I just don’t believe the average small grower can use hedges. 

It has been revealing to me in reviewing the various testimonies, why onion- 
growers want futures trading stopped, and why the members of commodity 
exchanges want it continued. Growers only want this one hazard to their busi- 
ness removed, and they expect to go on meeting natural production hazards, 
price fluctuations, and other problems the best they can. Supporters of futures 
want to make money from speculation and brokerage commissions. They aren’t 
particularly concerned with any effects they may have on the onion business as long 
as they are allowed to continue the moneymaking activity. Between the two 
groups it seems pretty clear to me which is the larger segment, which is more 
basically involved in supplying this food crop, and which should be given the 
most consideration in deciding a matter of this nature. 

Sincerely yours, 
WARREN FARMER, 
Malheur County Onion Growers Association. 











